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AMERICA ON THE EDGE? 


BANKING STRAIT-JACKET ON EAST GERMANY 
By S$. Schattmann 








EUROPE QUIZZES THE “PLAN” 


IRISH FINANCES IN 1952 
By Prof. G. A. Duncan 








CZTON | UNIVERSIZY 
INDONESIA AND FOREIGN [@:¥REKAL 


ELECTRONICS AND THE 2BANKS 


By M. S. Goldring 








NEW LIFE BUSINESS RISE@ROMTN 





HUDDERSFIELD 
BUILDING SOCIETY 


Investments Mortgages 





HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2 
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The CORONATION 
Book-Bank 


THE SCOTTISH LIFE 
ASSURANCE COMPANY Ltd 


Issues Life Policies to meet all 
requirements 


MAY WE ADVISE YOU ON 
YOUR OWN AND YOUR 
CLIENTS’ NEEDS? 


Consult 


Handsome Coronation “P.P.J.” Book-type Home Head Office: London Office: 
Safes are available in beige antique or gold 19 St. Andrew Sq. 6 Old Jewry 
antique finish with a profile of Her Majesty Edinburgh London, E.C.2 


eee = 7 go A " 
Like all “P.P.J.”’ Book-Banks, they are strong RAN 
and solid, with a slot for coins and 4 circular . ae OF AS. TOE Serene Soom 


aperture for notes. 
Please write to us today for samples and prices of. A COMP ANY TH AT 


this special design and also standard patterns. 


PEARSON-PAGE-JEWSBURY CO., LTD. HAS ALWAYS PAID A BONUS 


Dept. 12, Westwocd Works, Birmingham, 6 
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ALL DOCUMENTS OF SECURITY 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 











= TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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YES !—SEAL-EASI 
WAGE POCKETS 
PAY ME, TOO! 


And they will pay yvou—in time 
saved, because SEAL - EASI 
WAGE POCKETS SEAL IN A 
SECOND, WITHOUT MOIST- 
URE. Pay you, too, in trouble 
4 saved, because they seal securely 
and permanently, holding the bulk- 
-jest enclosure. SEAL-EASI 
Wage Pockets are a good- 
paying proposition—for 
employer and employee. 


SEAL-EASI Wage Pockets 
(printed or plain) and 
Commercial Envelopes are 
available from stock in all 
standard sizes. ASK YOUR 
PRINTER OR STATIONER 
TO SHOW YOU SAMPLES 
TO TEST, OR, IN CASES 
wr DIFFICULTY, 
PLEASE CONSULT OUR 
ADVISORY SERVICE. 


A John Dickinson 9 JOHN DICKINSON & CO. LTD., 
Apsley Mills, Hemel Hempstead, Herts. 





Microfilm 
those records— 









and save... 


NO MORE PAPER-CHASES 

Hours of search saved! The Reader throws up 
the document you want in a few seconds on... 
microfilm. 
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NO LOSSES—NO FIRE-HAZARDS 
The Recorder can photograph up to 400 cheques 
a minute, back and front simultaneously or one 


. microfilm. 


side only, on . 


call in €;) urroughs on 























NO MORE “LOST” ROOMS 
4 drawers of documents (more than 10,000 
cheques, perhaps) on one spool of . . . microfilm. 





space Today, finding sufficient floor-space 
is a bank-manager’s headache. Document- 
storage on the old plan eats up costly square 
feet that could be put to better use. The saving 
in space alone that microfilm gives is over 
99°,. Astonishing? No: simple mathematics; 
because thousands of bank records (approxi- 
mately 2 cwt.) can be recorded with photo- 
graphic accuracy on just one roll of microfilm 
very little larger than a 20-cigarette packet. 
This is less than one per cent of their normal 
filing space! 


time Do your employees know what 
‘“record-control” really means? Think, for 
example, of the time they must waste in tracking 
down one document to a particular transfer-box 
and then returning it to its right place after use. 
Stored on microfilm, every record that you need 
is on hand, clearly identified. In a few seconds it 
can be projected as a clear, original-size image 
on the screen of the Burroughs Reader. No 
photographic skill is required to make prints of 
an image to its original size. 


money The eventual economies made 
possible by installing Burroughs Microfilm 
Equipment are practically limitless. The three 
compact units—Recorder, Processor, and 
Reader—give you a complete storage system 
for all your documents: a system that will be 
to the benefit of everyone concerned with 
your bank—customers, employees, stock- 
holders, etc. 

Like all Burroughs Equipment, its operating 
efficiency is guaranteed by Burroughs Service. 
For users who do not wish to process their own 
film, Burroughs maintain, in addition, a speedy 
Processing Service. 


‘Burroughs Adding Machine Limited, Avon House, 
356-366 Oxford Street, London, W.1. Sales and 
Service offices in principal cities. 
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CO-OpERATIVE 
DERMANENT 


BUILDING SOCIETY 




































The Sixty-Ninth Annual Account and Statement 
for the year ended 3lst December 1952, shows 


























Assets £ 
Mortgage balance ASTD OT 
Trustee investments 0 ee 44073263 
Other Assets .icccccccccccccccccctnestnnnnnnn  beog2ZO2 
Cash. ........... aaa as 

74,746,194 

Liabilities £ 
Shareholders’ Accounts 0.000000... D891, 168 
Depositors’ Accounts ....... Bins Nieinidama lien nnaateten 13,936,898 
Other Liabilities 0... aauaeaas sad 717,590 
IN aisiitehicteniiscrds nicconcscigen spe dadicipiinicsinniaillincoeits 3,200,538 

74,746,194 

£ 
Increase in Mortgage Assets 4,450,793 
Increase in Share Holdings. .............................. 10,956,244. 
Increase in Reserves _.... 136,385 





Registered Office : 
NEW OXFORD HOUSE - LONDON - W-C-l 
Telephone: HOLborn 2302 


City Office: 163 MOORGATE - E-C-2 Telephone: MONarch 2556 
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FORMATION 
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AUSTRALIA 
































Spotlight on Australia 


To meet the requirements of those contemplating business or 
manufacture in Australia, two booklets have been issued by the 
Australia and New Zealand Bank Limited. 
“Industrial Australia” —containing authoritative informa- 
tion on industrial resources, markets, labour and finance. 
‘*Company Formation in Australia’ — a general guide to 
Company Law, with notes on current taxation. 


Copies of these booklets will gladly be sent on request. 


AUSTRALIA AND NEW ZEALAND 
BANK LIMITED 


In which are merged The Bank of Australasia Limited and The Union Bank of Australia Limited 


Head Office: 71 Cornhill, London, E.C.3. Telephone: Avenue 1281 . 
| Branch Offices in London: 4 Threadneedle Street, E.C.2. 
| 263 Strand. W.C 2. 
6 Albemarle Street. Piccadilly, W.1. 

















SECURICOR 


PROTECTS YOUR PROPERTY .. . and your business 


Our service can be used in either of two ways: 





(14) TELECONTACT Fora small charge you can reinforce your per- 
manent night staff by arranging for our TELECONTACT service which 
gives your Staff the protection of an hourly contact by telephone. Should 
no call be received at our Headquarters, Scotland Yard is at once 
advised. 


Or better still (2) TRAINED GUARDS Youcancallon us to post on your premises for 
the protection of your goods and plant one or more trained, uniformed, fidel- 
ity-bonded guards in constant touch by telephone with their Headquarters. 

In 1951 losses from fire in the United Kingdom and Eire alone amounted to £23,000,000 

avert from any consequential losses. 

The nightly losses from burglary reach a staggering figure. 


Prevention is better than cure. Securicor service has become a household word in Industry. 
For full particulars of our service please write or telephone to 


SECURICOR LIMITED 


6 PORTMAN MANSIONS, BAKER STREET, W.! Tel.: WELbeck 0751/2/3 


Directors : 
The Marquess of Willingdon 
Col. R. D. Sherbrooke-Walker,3T.D., D.L., F.C.A. R. D. Godfrey 
Major-General R, E. Laycock, C.B., D.S.O. Brigadier Dudley W. Clarke, C.B., C.B.E. 














CHUBB 











Supply Bankers through- 
out the world with Strong 
Rooms and full equip- 
ment for Treasuries and 
Safe Deposits. 
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CHUBB & SONS LOCK & SAFE CO. LTD. 
22 ROYAL EXCHANGE LONDON E.C.3. 


























<7 SECURITY oy, 
Me SERVICE » STABILITY US 


Established 1824 


SCOTTISH UNION 


NATIONAL wenmnasens COMPANY | 


FIRE + LIFE + ACCIDENT + MARINE 
PENSIONS + AVIATION 

















Head Office: 35 St. Andrew Square, Edinburgh 
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nts is 23%, and on_ for investment in Abbey National. 
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GUINNESS, MAHON & CO. 


115, 











MERCHANT BANKERS 


ESTABLISHED 1836 


53, CORNHILL, 
LONDON, E.C.3 





GUINNESS 


& MAHON 
17, COLLEGE GREEN, 
DUBLIN 





GUINNESS 
REPRESENTATION CO. 


BROADWAY, NEW 


MAHON 
INCORPORATED 
YORK 6, N.Y., U.S.A. 





























Habib Bank Ltd. 


Established 1941 


Head Office : 


Authorised Capital . 

Issued and Subscribed Capital 
Paid-up Capital 

Reserve Funds 

Deposits as on 31-12- 1952 


In selecting desirable trade relations for exports and imports with Pakistan, Habib Bank Ltd., 
with 45. branches spread over West and East Pakistan, can prove to be most helpful and you 


The Bank is fully competent to handle all foreign exchange business, including opening and 





are invited to use our services. 


KARACHI (PAKISTAN) 


Pak Rs. 
Pak Rs. 
Pak Rs. 
Pak Rs. 
Pak Rs. 


20,000,000 
10,000,000 
10,000,000 
10,000,000 
345,700,000 


advising of commercial letters of credit, collection of documentary bills, remittances, etc. 








FOREIGN BRANCHES: 


Bombay, Calcutta (India) and Colombo (Ceylon) 


Correspondents and Agents at all important cities of the world 






































THE HIBERNIAN BANK LIMITED 





Incorporated in Ireland 


ESTABLISHED 1825 





CAPITAL subscribed . 


Paid-up 


RESERVE FUND 


. £2,000,000 
500,000 
640,000 


Head Office : 
SOLLEGE GREEN. DUBLIN 


Over One Hundred Branches and 
Sub-Branches throughout Ireland. 





The Bank undertakes the Recovery and Adjustment of INCOME TAX 
The Bank also undertakes the Offices of EXECUTOR AND TRUSTEE 





London Agents : Lloyds Bank Limited 

























Capital: 
Head Office: 
Tokyo Office: 


San Francisco 
ra : 


wide 


If +S ahows 
Sapaw —-——_—--— 


SANWA BANK 


Authorized Foreign Exchange Bank 





Chairman of the Board 
& President: TADAO WATANABE 


¥1,000,000,000 
IMABASHI, OSAKA 
GOFUKUBASHI, TOKYO 


£65 CALIFORNIA STREET, 
SAN FRANCISCO 


A complete network of 185 nation- 
branches 
correspondents 


and worldwide 
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London and Manchester 


Assurance Company 
Limited 


J dubbed in 1869 


Financial stability, sound advice and 


home service have built up and are main- 
taining our record of steady progress. 


The Company’s total assets exceed 


£40,000,000 


Chief Office 
FINSBURY SQUARE, LONDON, E.C.2 
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A Standard Policy 
STABILITY 


STRENGTH x 


Established 1825. 


SECURITY 


The 





Assets exceed £100,000,000 


STANDARD LIFE 


ASSURANCE COMPANY 


Head Office : 











Branches throughout the United Kingdom. 








3 George Street, Edinburgh 














THE 


MUNSTER & LEINSTER BANK 


REPORT 


The Report of the Munster & Leinster Bank Limited for the year ended 31st December, 
1952, presented to the Bank’s Shareholders at the one hundred and twenty-fifth 
Ordinary General Meeting held on 27th January, 1953, shows net profits of £148,747, 
compared with £150,240 for the year I95I. 


The Resources of the Bank show an increase of £1,128,368 on the year. 


The comparative figures for the past three years are as follows : 


Net Profits i 
Dividend (Tax Free) 
To Reserve Fund 
To Contingencies 
To Premises 


To Staff Pensions Fund 


Brought in 
Forward... 
Capital 

Reserve ... iia 
Notes in Circulation 
Deposits ... fe 
Acceptances 

Cash at Call 
Investments 

Bills Discounted 
Overdrafts 
Premises... 

Total Assets 





Year 1950 
£ 
149,188 


,000 
5,774,619 
27,258,730 
812,969 
26,562,952 
425,023 
62,347,109 


Year 195! 


150,240 
| j % 


155,769 
62,346,037 
800,000 
9,419,471 
23,287,933 
845 337 
30,448 274 
488,115 
65,289,230 





Year 1952 
£ 
148,747 


11% 
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A.D. 1720 


. THE LONDON ASSURANCE 


héry goort People 4 deal wilh 


FOR ALL KINDS OF INSURANCE 





LIFE ° FIRE * ACCIDENT « MARINE 


| HEAD OFFICE; 1 KING WILLIAM STREET, LONDON, E.C.4. 


MARINE DEPT.: 167 LEADFNHALL STREET, LONDON,  E.C.3. 

























z.< The filing department is the nerve centre of 

j=. every business organisation. Through it pass 

% correspondence, records and date of vital importance 
to management. Poor filing has an adverse effect on 
the work of everyone within an organisation. If 
you wish to maintain your filing system at its fullest 
possible efficiency, send for the Man from Remington 
Rand. In this, as in all other departments of 
business, he can draw on the comprehensive range 
of Remington Rand products, the wide scope otf 
Remington Rand experience, to provide the 
easier way to office efficiency. 


Memington Fland 
SYSTEMS, MACHINES 
AND EQUIPMENT... 


FOREMOST ACCOUNTING MACHINES 
REMINGTON TYPEWRITERS 
REMTICO OFFICE SUPPLIES 
KARDEX VISIBLE RECORDS 
SPEEDAC SUSPENSION FILING 
SAFE CABINET & SAFETIFILE 
PHOTO-DOCUMENTATION EQUIPMENT 
OFFICE FURNITURE & PLANNING 





... the easier way to Office Efficiency 


Write for Booklet ‘The Easier Way to Office 
Efficiencv’ to Dept. OE 142. 


REMINGTON RAND LTD, COMMONWEALTH HOUSE, 1 NEW OXFORD ST, W.C.1 Tel: CHAncery 8888 
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It is good ‘public relations’ 
ME SERVICE to send out neat and well-typed letters. 
The work produced by Imperial type- 
writers is outstandingly good—the result 
INSURANCE of the scrupulous care we take at every 
stage of production. In our Leicester 


factories, the largest and most modern in 


the British Empire, a- system of inspec- 


has Lu rned tion and testing has been evolved which 


ensures that every typewriter—and every 
e part of every typewriter—conforms to the 
thri T highest standards of efficient performance. 
f 1 lal 


effo rt into 
a habit | 


Issued by the 
Industrial Life Offices 





Made in Britain by British Craftsmen 


IMPERIAL TYPEWRITER CO. LTD ° LEICESTER 
CRC 9 













Banking 
circles the globe 


— with foreign interests need a_ bank 
whose services circle the globe. The National 
City Bank of New York, with 57 overseas branches 
and banking correspondents in every commercially 
important centre throughout the world, is well 


equipped to offer such services. 


THE NATIONAL CITY BANK OF NEW YORK 


(ESTABLISHED 1812) 


Incorporated with limited liability under the National Bank Act of the U.S.A. 


HEAD OFFICE: 55 WALL STREET, NEW YORK 
LONDON OFFICES: 
CITY: 17 OLD BROAD STREET, E.C.2. WEST END: II WATERLOO PLACE, S.W.I1 

























A SECURE INVESTMENT 


with protection and without anxiety is the 
DOUBLE BONUS POLICY 


of the 
SCOTTISH AMICABLE LIFE ASSURANCE SOCIETY 
Head Office London Office 
35 ST. VINCENT PLACE 17 TOKENHOUSE YARD 
GLASGOW, C.1 LONDON, E.C.2 




















TO BANK MANAGERS 
Please consult us—we have been established 
since 1772 — regarding your customers’ 
JEWELLERY, SILVER, COINS and MEDALS. 


We will gladly advise you free of charge 


SPINK & SON, LTD. 


By Appointment . 
Medallists to the late 5, 6 and 7 King Street, Tel. : WHItehall 5275 


King George VI St. James’s, LONDON, S.W.1 4 lines 
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Fluorescent lighting .. . 


1k 

al The G.E.C. Lighting Service 
eS will help I know . 

ly 

1 


Fluorescent Fluorescent lighting is the clearest, kindest working 
light. And by far the most economical. It would 
maintain your present lighting standard with a saving 

] ] Ati Nn 2 on current of over 50% — or, should you need brighter 
g g °* lighting, it would give you over double the brilliance 
without raising consumption! Why not go into the 
whole question with the G.E.C. Advisory Lighting 

Service? The G.E.C. have always led in fluorescent 

development and have unrivalled technical knowledge. 





For superb modern lighting — see the G.E.C. first. 





tubes in 


fittings 


THE GENERAL ELECTRIC CO LTD., MAGNET HOUSE, KINGSWAY, LONDON, W.C.2 
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BANQUE BELGE POUR L’ETRANGER 
(OVERSEAS). LTD. 


Afhliated to the Société Générale de Belgique 





CAPITAL £2,000,000 


entirely subscribed 


4 Bishopsgate, LONDON, E.C.2 








BOARD OF DIRECTORS: 
A. DONNAY (Chairman and Managing Director) 
Sir THOMAS J. STRANGMAN, Q.C. (Deputy Chairman) 
P. BONVOISIN, F. HAEGLER, F. PUISSANT BAEYENS, P. RAMLOT, 
E. VAN HOOF (Director Manager) 





British and Foreign Banking Business of every description transacted 
FOREIGN EXCHANGE TRANSACTIONS — COMMERCIAL CREDITS — 
COLLECTION OF CLEAN AND DOCUMENTARY DRAFTS, ETC. 





PRINCIPAL CORRESPONDENT IN LONDON OF THE 
BANQUE DE LA SOCIETE GENERALE DE BELGIQUE 





Agents in the United Kingdom for the Belgian Postal Cheque Service 
Correspondents throughout the World 
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| (Incorporated i 
Turkey with 
Limited Liability) 
cI Y FOUNDED 1863 
4 Wy 


CAPITAL - £10,000,000 
PAID-UP - £5,000,000 





FOR ALL CLASSES 
OF INSURANCE. 


NORWICH 
UNION 


INSURANCE SOCIETIES. 
HEAD OFFICES: Affiliated Institution in Syria and 


NORWICH \ Lebanon: BANQUE DE SYRIE ET DU 
Branches and Agencies \ LIBAN. 


YANN 


TN 


The Bank transacts every 
description of English and 
Foreign Banking Business. 





BRANCHES throughout TURKEY and the 
NEAR EAST, including EGYPT, SUDAN, 
| IRAQ, CYPRUS, JORDAN and ISRAEL. 











TZU 


LONDON 20/22, Abchurch Lane, E.C.4 
MANCHESTER 56/60, Cross Street 





PARIS 7, Rue Meyerbeer 
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Authorised Capital 
Subscribed Capital 
Paid-Up Capital 


THE INDUSTRIAL CREDIT COMPANY, LIMITED 


(Incorporated under the Companies Acts, 1908 to 1924, pursuant to the Industrial Credit Act, 1933). 


£5,000,000 
£2,000,000 
£1,500,000 








CAPITAL UNDERWRITING 
INDUSTRIAL FINANCING 








Ofics: 9 LEINSTER STREET, DUBLIN, C.17 
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THE PROVIDENT ASSOCIATION 
OF LONDON, LIMITED 


PROVIDENT HOUSE, 246 BISHOPSGATE, LONDON, E.C.2 





Attractive LIFE ASSURANCE Terms 





GUARANTEED CAPITAL ANNUITIES: 


Female 60 last birthday. £1,465 10s. Od. secures £100 per annum. 
Guaranteed 15 years 














y. & fl. JEWELL 


ESTABLISHED 1830 
¢ 


Fine quality secondhand 
reproduction Board Room 


Furniture 


Specialists in Executives’ 
pedestal writing tables, sets 
of chairs, bookcases, etc. 


101-182 High Holborn 


HOLBORN 8520 W.C.I 








BANCO DI ROMA 


HEAD OFFICE: ROME 
PAID UP CAPITAL AND RESERVE 
LIT. 1,600,000,000 
OVER 150 BRANCHES IN ITALY 


2 
Branches Abroad: 
TURKEY: ISTANBUL, IZMIR 
LEBANON: BEIRUT, TRIPOLI 
ERITREA: ASMARA, MASSAUA 
~ LIBYA: TRIPOLI 
SOMALILAND: MOGADISCIO, MERCA 
a 
Representative Offices: 
LONDON, FRANKFORT-ON-THE-MAIN, 
NEW YORK, BUENOS AIRES 
3 


Foreign Affiliated Banks: 
BANCO DI ROMA (FRANCE): PARIS, LYONS, 
MONTE CARLO 


BANCO Di! ROMA PER LA SVIZZERA: LUGANO, 
CHIASSO 


BANCO Di ROMA (BELGIQUE): BRUSSELS 
BANCO ITALO-EGIZIANO: ALEXANDRIA, CAIRO 


CORRESPONDENTS ALL OVER THE WORLD 






































THE MERCANTILE BANK 
OF INDIA LTD. 


HEAD OFFICE: 15 GRACECHURCH STREET, LONDON, E.C.3 








CAPITAL AUTHORISED £3,000,000 
CAPITAL PAID UP ce a bs a is ‘a £1,050,000 
RESERVES AND UNDIVIDED PROFITS .. - - ii ..  £1,700,130 





BOARD OF DIRECTORS 
Sir Kenneth W. Mealing (Chairman) 
Sir John G. Hay (Deputy Chairman) 
Evelyn James Bunbury, Esq., C.B.E., M.C. J. B. Crichton, Esq. 


R. W. B. Dunlop, Esq. 
C. D. Miller, Esq. 


BRANCHES AND AGENCIES © 


India, Pakistan, Burma, Ceylon, Malaya, Singapore, Thailand, Hongkong, China, 
Japan, Mauritius 


EVERY DESCRIPTION OF BANKING BUSINESS TRANSACTED 
TRUSTEESHIPS AND EXECUTORSHIPS ACCEPTED 


Sir Cyril Jones, K.C.LE., C.S.1. 
The Hon. R. H. V. Smith 























Portrait of a Contented Man 


Contentment will come to those 
who plan for retirement whilst still 
young. This man saw the 
Refuge. He learned how scientific 
saving can bring both protection 
and a pension. But he bought more 
than just a Pension Policy .. . 
he bought peace of mind ! 


| €,.. There must be 


c “SS . 


something I can do...’ 





Here is a task that never ends — the care of child- 
victims of callousness or thoughtlessness. The trained, 
experienced workers of the N.S.P.C.C. devote their 
lives to it, always ready with the help and advice that 
so often restores the family life on which the child 
depends. And you can help too. The National Society 
for the Prevention of Cruelty to Children 
is entirely dependent on voluntary con- 
tributions—it urgently needs your assist- 
ance, in order to continue to bring hap- 
piness to those who want it most. 
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COMPANY LIMITED 
Chief Office: Oxford St - Manchester 1 








ASSURANCE | 


—— 





When advising on wills and bequests remember the 


Y 
ma*S +P - +S 
President : H.R.H. PRINCESS MARGARET 


| Information gladly supplied on application to The Director, N.S.P.C.C. 
| tctory House, Leicester Square, W.C.2. Phone: Gerrard 2774 
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Guaranty Trust Company 
of New York 


Through its London offices, the first of which was opened in 
1897, through its offices in New York and Europe and its 
correspondents in all principal countries, this bank is able 




















to provide its customers with world-wide banking facilities 


designed to meet their every requirement. 


LONDON OFFICES: 
Main Office Kingsway Office 
32 LOMBARD STREET, E.C.3 BUSH HOUSE, W.C.2 


Head Office 


140 BROADWAY, NEW YORK 


PARIS BRUSSELS 


Incorporated with limited liability in the state of New York, U.S.A. 
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oe Are democracy and the typewriter responsible for the disuse of this 
courteous subscription in our business correspondence ? Yet it is as true 
today as it was one hundred years ago to subscribe ourselves as your obedient 
servants, whether financing and facilitating the import of spices from the 
East or the export of engines to the Argentine. 

We invite you to make use of our services through any branch or the under- 


mentioned foreign branches of the Bank who will gladly answer enquiries. 


MARTINS BANK LIMITED Ez 


HEAD OFFICE: WATER STREET, LIVERPOOL, 2 


Chief Foreign Branch: ......... 80 Gracechurch Street, London, E.C.3 
Liverpool Foreign Branch: ..........46. 4 Water Street, Liverpool, 2 
ee ee 47 Spring Gardens, Manchester, 2 






















mal! selection demonstrating the variety 
cia) requit ents available 
envelope*: 
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= Just 2 few months | 
Series Catalogus> ogethet with 1s accompany! 
we offer again quite free of charge of course) an additional -atalogue 
poe providing a selection of ‘ Rivet Series’ ©MY elopes especially suited 
for day © day commercial requirement’ cratements» invoices, general 
correspondences overseas mail, ete: 
‘River Series | envelope? have several gistinguishing | features — 
gmart, modern gquare-cut appearance generous gumming of flaps> 
wide over-laP of seams for additional a a all are made 
from the best quality British papers 
Be Wherever you wee you will find that ‘ Rivet Series | 
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How fast can your 


¥ 


adding-machine operators 


work ? 


SPEED IS NOT EVERYTHING. Nevertheless, one of 
the best tests of an adding-subtracting machine’s value 
to your business is the rate of work per hour an 
operator can achieve on it. 

Some machines are so constructed that the expert 
operator has to go through exactly as many manual 
movements as the beginner. 

Burroughs design theirs on the understanding that 
the least expensive machine — whatever its purchase 
price —is the one which enables most work to be com- 
pleted in the shortest possible time. Using a Burroughs, 
with the famous short-cut keyboard which enables two 
or more keys and the motor bar to be depressed 
simultaneously, a skilled operator can work up to an 
astonishing rate of production. 

With office-space and staff-time the price it is today, 
installing a Burroughs Adding-Subtracting machine 
(there's a wide choice of capacities and carriages, and 
they all multiply as well) is a decisive step towards 
cutting office costs. It’s not too soon to call Burroughs 
today! 


eee’ Burroughs Adding Machine 
_. Limited, Avon House, 356-366 
Oxford St., London, W.1 








Is your office staff obliged to 
do, manually, work that miglit 
be done electrically with 
much less effort? 


Burroughs’ publication ““Wavs to Save Time in 
an Office’ poses—and suggests answers to— 
many questions like this. If vouwd like to have it 
by you, write to Burroughs at their London 
address. It will be sent free of charge. 














COUNT ON <:)urroughs FOR ACTION 
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TEMPORARILY, at least, Britain’s economy seems to be in better fettle than in 
any other period since the war. Even the cynics admit that it looks healthier 
than in the last lull between crises, and much healthier than in 

Hopes ___ the lull before that. The record rise in the gold reserves in 

at their January, by $132 millions to $1,978 millions, was admittedly 

Height partly due to seasonal influences; the fact that only $18 millions 

of gold was received from the European Payments Union in 
February, compared with $58 millions in January, means that the rate of 
rise is likely to have slowed last month. But with sterling still knocking 
against the upper gold point of $2.82 to the pound and with Britain’ s overall 
external accounts almost certainly in balance (and even its accounts with the 
non-sterling area probably very nearly so), confiderce has clearly increased in 
the past month. It will not be altogether surprising if it continues to bloom 
through the spring. 

The Stock Exchange, which has marked its appreciation of this prospect 
by a steady rise in the Financial Times index of industrial ordinary shares 
(to 123.6 by February 20, or 20.5 points above the 1952 nadir), has another 
reason for sharing in this general feeling of good cheer. Provided that produc- 
tion does not repeat last year’s sharp—and probably exceptional—midsummer 
dip, it seems reasonable to suppose that Britain’s gross national product may 
rise by upwards of £300 or even of £400 millions (at constant prices) this 
year. Even when allowance is made for the extra incomes—and thus probably 
the extra spending—that would stem from this increased production, there 
should be something left over that could be devoted either to strengthening 
of the external balance or industrial investment—or to tax reliefs. There 
seems lately to have been some cooling of previous official enthusiasm for 
attaining the “ target ’’ of a £300 to £350 millions external surplus in the fiscal 
vear 1953-54; Mr. Butler told the ain of Commons last month that “ we 
will be very hard put to it” to reach this level, and that investment at home 
is just as important as investment abroad. The conclusion that many people 
in the City have drawn from these utterances is that much of any surplus left 
over in the nation’s capital account will be devoted to tax reliefs, especially 
those that may encourage greater industrial investment in Britain; if the 
Government also tackles the problem of unfreezing rents, the Chancellor may 
think he has found some scope for personal tax reliefs as well. All this may 
be wishful thinking, but is not necessarily thinking that stops short in the 
no-man’s land between the C ity and Whitehall. 








MEANWHILE the Chancellor is already in mid-ocean on his way to America for 
discussions with the Eisenhower Administration on the “ plan ”’ that emerged 
from the recent Commonwealth Conference. The 


Investment sections of that plan which called for an advance to 
in the sterling convertibility came under rather unexpected 


Commonwealth fire from Europe last month, as an article on pagé 
: 130 points out. The sections of it that called for 

greater investment in the Commonwealth have led to two positive, though 
not very dramatic, Treasury decisions. First, the Chancellor has asked the 
Capital Issues Committee to extend its list of “clear ” priorities to include 
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projects that contribute directly or indirectly to improving the sterling area’s 
balance of payments with the non-sterling world. Secondly, the British 
Government has told the International Bank for Reconstruction and Develop- 
ment that it will release the greater part of its sterling subscription to the 
bank’s capital—up to {60 millions in the next six years—for I.B.R.D. loans, 
almost certainly mainly for loans to the Commonwealth. 

The World Bank’s very sensible and expert system of assessing the projects 
for which it wil lend money pays particular attention to schemes that will 
strengthen the borrowing country’s balance of payments; and it can be 
assumed, too, that informal consultations will be held with the British Govern- 
ment before any loans are made that will involve draits on this £60 millions, 
The more that outside bodies can be called in to help in the invidious task of 
sorting out the sheep from the many very wild goats in Commonwea!th invest- 
ment projects, the better it will be for all concerned. There was another 
reminder last month of the fact that excessive investment in secondary 
industry, especially in Australia, has been one of the main paving stones on 
the sterling area's road to near-ruin since the war. Mr. Menzies has announced 
some relaxations of Australian import restrictions which, taken in conjunction 
with those announced towards the end of 1952, will probably increase the 
annual rate of Australian imports from about £A 500 millions to £A 650 
millions in the fiscal year 1953-54. Unfortunately, however, Mr. Menzies 
specifically admitted that his Government had given clear consideration to 
the effect of high imports on Australian employment in secondary industries; 
in other words, it seems that a deliberate fostering of uneconomic forms of 
production is still one of the principal objectives of Australian policy, despite 
all the rosy resolutions for reform that Mr. Menzies expressed here in London 
in December and in Australia immediately after his return. 


THE hopes cherished in some quarters that next month's budget will be founded 
upon a programme of really massive cuts in Government expenditure are 
dwindling fast. But one important saving that will be made 

Freeing by the Exchequer has already been revealed, though unob- 

the Grain  trusively, in two decisions affecting the food subsidies. The 

Market freeing of eggs, which becomes effective this month, and that 

of grains and cattle-feed, which is due to take effect after the 
next harvest, should curtail Government expenditure by as much as {50 
millions a year. The exact amount of the saving will depend, of course, on 
the extent to which consumers of bread switch from the still subsidized national 
loaf to the white, but chemically reinforced, loaf that will be unsubsidized and 
freed from price control. This removal of subsidies, and the parallel decision 
to restore trading in these commodities to a free market, can be regarded as a 
two-pronged contribution to the strengthening of sterling. In the first place, 
it will toughen the domestic economy by Ietting the price mechanism do its 
salutary work. Secondly, it will also broaden the use and availability of sterling 
in international transactions by freeing the commodity markets in grains and 
feeding stufis in Britain. 

Preparations for this freeing are now well in hand, though they have 
stumbled across some considerable technical obstacles. The restoration of 
free markets in grain will call for the mobilization of substantial capital 
resources to take the burden of financing transactions that have for more than 
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thirteen years been transacted solely on Government account. There are 
also special exchange difficulties, owing to the fact that the grain markets will 
deal in commodities in which there is a very considerable dollar element. The 
reopening of these particular markets will be the first in which the problem of 
exchange control will be met in its starkest form. Most of the commodities 
to which freedom has been restored in the past have been essentially sterling 
commodities. A further difficulty in freeing the wheat market may be caused 
by the fate of the International Wheat Agreement. At the time of writing, 
the International Wheat Council is still battling in Washington about the terms 
of extension of the Agreement beyond July 31 next. If the Agreement is 
continued with a range of prices below the concurrent free market price, certain 
technical difficulties will have to be surmounted in reconciling its operation 
with that of a free wheat market in Britain. That such a reconciliation can be 
achieved is shown by the manner in which certain continental countries, such 
as Belgium, which are parties of the International Wheat Agreement, have in 
fact maintained free domestic markets within the framework of the Agreement. 
The problem would, however, be considerably complicated if the restored 
wheat market in Britain regained the position held by the Baltic before the 
war as a truly international market. 


Two major batches of supplementary estimates for the current financial year 
have been presented to Parliament in recent weeks, seeking approval for 
additional expenditure of £126 millions and £62 millions respec- 

Losses ___ tively, and bringing the gross total of supplementaries for the 

by the year up to {296 millions, of which £38 millions was for defence. 

E.C.G.D. This gross figure is reduced to a net addition of £174.8 millions 
by the Ministry of Food’s savings from the cuts in food sub- 
sidies contemplated in the last budget but not brought into the actual budget 
accounts. One item in this catalogue of additional expenditure that was of 
particular interest to the banking community was the request for {14,818,000 
for the Export Credits Guarantee Department. When this particular vote was 
discussed in the House of Commons, it was explained that it arose mainly from 
clams made under the Department’s policies insuring credit risks in trade 
with Brazil. The E.C.G.D. has already incurred losses in respect of Brazilian 
business to the extent of nearly £15 millions, and will have to disburse a further 
substantial amount for the same purpose in the coming financial year. These 
losses should not be regarded as irretrievable, for none of the claims has 
arisen from insolvency of the Brazilian debtors. They have all been caused 
by Brazil’s transfer difficulties, and in all cases the debtors have made the 
appropriate payments in cruzeiros. 

The past year’s experience of the E.C.G.D. has, however, wiped out the 
Whole of the net profits made by that department since 1928, and has, in 
addition, thrown a net strain upon the Exchequer. The net profits, aggre- 
gating about {11} millions over the years, had been transferred to the Exche- 
quer at the end of each financial year in accordance with the normal accounting 
practice of Government departments. The debate on the supplementary 
estimate brought out the fact that the E.C.G.D. had had some forewarning of 
transfer troubles with Brazil in 1950 and early in 1951 and had on that occasion 
met it by increasing its premiums on Brazilian business. Thereafter, however, 
its premium rates were reduced; and when, towards the end of 1951, Brazilian 
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payments again got into serious arrears there was no response in the depart- 
ment’s rates until May, 1952—by which time the position had deteriorated 
to such an extent that the E.C.G.D. ceased to underwrite Brazilian risks. In the 
circumstances, it is fitting to ask whether so much damage would have been 
done if the Department had responded more promptly to the danger signals, 
by using the price mechanism to deter export business with Brazil. This, one 
would have thought, is the point upon which a vigilant House of Commons 
would have seized—in its duty as protector both of the public purse and of 
Britain’s balance of payments. But in fact, and most unfortunately, the main 
-arliamentary attack against the Secretary for Overseas Trade, who presented 
the supplementary estimate, was on the implied score that the amount was 
not big enough—that the Department should have continued to underwrite 
export credit risks to Brazil in order to maintain full employment in those 
industries that had been adversely affected by Brazil’s transfer difficulties, 
Here is a particularly sorry example of the muddle about fundamental objec- 
tives into which so many M.P.s have allowed themselves to become ensnared. 
Do those who argued thus really believe that employment in hard-pressed 
Britain can be safeguarded by subsidizing exports to customers who cannot pay? 


BANK deposits in January naturally retraced part of their disquieting ascent 
that had continued without pause since last May. The net figure dropped 
during the first three weeks of the year by £110 millions, which 

Seasonal at first glinipse looks a notable improvement upon the £77 
Fall in millions decline shown at the first make-up last year; but the 
Deposits return then was dated January 160, and thus had reflected a 
much smaller slice of the seasonal tax-gatherings than has 

benefited this year’s figures. Moreover, whereas this latest decline in deposits 


January 21, Change on 

1953 Month Year 

ém. fm. im 
Deposits ee ee ow 6259.3 200.3 +- 55.0 
** Net ’’ Deposits * Ka Be 6044.2 — 110.2 SO .0 

A 

Liquid Assets. . - - - 2216.8 (35.4) — II0.1 125.3 
Cash 197.7 (7.95) —- 51.8 23.2 
Call Money , 514.8 (8.2) —- 14.2 go.4 
Treasury Bills .. - ws 1137.4 (18.2) - 44.8 4+- 355.3 
Other Bills na ™ - 66.9 (I 0.7 — 116.4 
Treasury Deposit Receipts .. pus — — —- 65.5 
Investments plus Advances .. es 3901.5 (62.3 —- 4.4 35.6 
Investments 2147.8 (34.3) — O.4 - 193.4 
Advances ia - “a 1753.7 (28.0) 4.8 157.8 
* After deducting items in course of collection. + Ratio of assets to published deposits. 


cancels less than two-thirds of the extraordinary expansion (of £180 millions) 
that occurred in the last six weeks of 1952, the expansion of the closing weeks 
of 1951 was wiped out, with a margin to spare, in the following fortnight. The 
deposit figures, as such, therefore offer no balm to the uneasy consciences now 
confessed to by the voracious borrowers in Whitehall. They can draw some 
slight consolation, however, from a more refined interpretation of the returns. 
The bigger fali in deposits this year took place despite the fact that bank 
advances showed another small rise, whereas last year they dropped by nearly 
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{20 millions—and investments then also fell. This implies that the Govern- 
ment was repaying indebtedness to the banking system much more rapidly 
this year than last, and also more rapidly than might have been expected 
from the only moderate improvement shown by the Exchequer returns. In 
the three and a half weeks to January 24 (the date nearest to the banks’ 
make-up) the “ above-line ” surplus was only £42 millions larger than in the 
similar period of 1952, and in that period the Treasury was still securing 
command of sterling from overseas sources, in consequence of the deficit on 
the balance of payments. Finally, it should be noted that this year’s tax- 
gathering has involved a heavier draft upon tax reserve certificates. 

It would be unwise, however, to draw conclusions about the “ revenue ”’ 
quarter s impact upon the banking system from this one banking statement, 
with its imperfect comparison with last year. The biggest of the seasonal 
declines in deposits is due to be shown in the F ebruary statement, and, up to 
February 14, the gain in the “ above-line ~ surplus since end-1952 (over the 
comparable 1952 figures) had widened to £105 millions, swinging the cumu- 
lative position from an “ above-line ” deficit of £525 millions at December 31 
to a surplus of £173 millions. But there was still an “ overall’ deficit of 
£326 millions, compared with one of only £78 millions at February 16 last year. 


c 


It is now well known that in the past twelve months the decline in prices of 
primary materials and the cuts in imports by the sterling area have combined 
to produce a sharp contraction in the volume of commercial 

The Bill bills reaching the London market. What is less well known is 
on the unusual extent of the bill supply before this contraction 

London began. The monthly figures of the clearing banks, of course, 

reveal very clearly the impact of the recent trend upon their 
own portfolios; but these portfolios have also felt the effects of the tendency 
for other banks that are normally big sellers of bills to retain a larger proportion 
themselves, for the sake of the Ao de yields now obtainable. The decline in 
clearing bank portfolios—from a peak of £187 millions in February, 1952, to 
only £57 millions by November, 1952, with a recovery to £67 millions by 
January last—was, therefore, certainly a good deal steeper than that in the 
total volume of paper available in London. This series of figures, moreover, 
dates only from November, 1951, so that for longer-term comparisons it 1s 
necessary to rely upon estimates. One useful source is the annual return 
from the Inland Revenue of sales of bill stamps, which has been regularly 
used as the basis of estimates published by Jessel, Toynbee & Co., Ltd. 

The latest estimates in this series, which relate to the financial year 1951-52 
yield the striking conclusion that in that year the total of bills stamped in the 
United Kingdom (which is not, of course, a measure of the bills actually 
entering the London market) was easily the largest for more than twenty 
years. This total, at £575 millions, was in fact precisely the same as that for 
the period in which the 1929 boom reached and passed its peak—provoking a 
world slump and a wave of economic nationalism that together deprived 
Lombard Street of perhaps three-quarters of its traditional commercial busi- 
ness. For 1928-29 the estimated bill supply was £738 millions; by 1933-34 it 
was down to £245 millions, and during the war years it was virtually wiped 
out—reaching a nadir of £42 millions in 1944-45. The massive revival that 
has since occurred has not, however, reproduced the patterns of the twenties. 
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Although the total for 1951-52 was the same as that for 1929-30, the propor- 
tions of inland-drawn and foreign-drawn paper were almost exactly reversed, 
with the former now accounting for £363 millions (compared with £203 millions 
in 1929-30) and the latter for {212 millions (compared with £372 millions). 
This big expansion in inland-drawn paper reflects not only the altered 
habits in the financing of trade but also the enterprise of the London accepting 
and discount houses in devising new means of bill finance and in demonstrating 
the services they can provide for traders at home and overseas. The latest 
manifestation of this enterprise, which comes most appropriately at this time 
of revival of Lombard Street’s traditional functions and practices, is the 
publication of an excellent little guide prepared by another well-known discount 
house, Gillett Brothers Discount Co. Ltd.—a house that dates from 1867.* 
Its objects are to explain simply to importers and exporters, manufacturers 
and merchants, international traders and overseas importers, how bill finance 
arranged through the London banking mechanism may help them in their 
businesses, and how they should set about obtaining it 1f they wish to do so. 
In this the authors succeed most admirably. By skill and ingenuity in presen- 
tation, they have contrived to get into a little book all the relevant facts of 
practice and procedure in a round dozen broad categories of transactions, and 
vet have done so without missing their overriding objective—clarity for the 
inexpert. The book describes the nature of bills and their difierent varieties, 
and the principal alternative methods of using bill finance in each of the 
principal types of transaction to which it is suited. The account is vivid as 
well as simple; and its success in combining these qualities with detail owes 
much to a liberal display of pro forma bills and associated documents carefully 
chosen for typical cases. The bills thus scattered through the text are then 
duplicated and “ parcelled ’’’ for inclusion in an envelope on the back of the 
book—for the better demonstration of the discount mechanism itself. For 
the interested business man and for banking students—especially for students 
cloistered from the banking mechanism—this book should be prescribed reading. 


A SETTLEMENT of the action brought by Miss M. Brewer against the West- 


minster Bank (discussed in an article in THE BANKER last month) was 
announced in the Court of Appeal during the hearing of the 


Forgery plaintiff's appeal from the judgment of Mr. Justice McNarr. 
on a Joint Counsel for the plaintiff said that the bank had proposed 
Account terms satisfactory to the plaintiff, including a full indemnity 


as to costs, and that these had been accepted, with the result 
that the appeal was abandoned. This result must be considered as satisfactory 
to the plaintiff and, to a less degree, to the bank; the parties have disposed of 
an action that might have been lengthy and costly, and have gone in the end 
to the House of Lords. But, as Lord Justice Denning pointed out, another 
consequence is that the text-books will now contain an undisputed decision 
by Mr. Justice McNair that one holder of a joint account cannot recover from 
the bank if his co-holder forges cheques on the account. It is always unfair to 
expect litigants to fight doubtful points of law up to the House of Lords for 
the general benefit of the community, but the fact remains that a full argument 
of the points at issue in this case before an appellate court would have been 
of great value in clarifying this branch of the law of banker and customer. 


* The Bill on London, by Gillett Brothers Discount Co. Ltd. (Chapman & Hall, price 15s.). 
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America on the Edge ? 


NE of the perennial difficulties—it may be one of the perennial delusions 
—of economic commentators is that it always seems as if the economic 
prospect must grow much clearer in three months’ time. This is certainly 
true of the current scene in America. By next June or July the world should 
know mere about the Republican Administration’s reaction to international 
economic problems than that Administration at present knows itself; and the 
world may also know— just possibly to its cost—more about the dangers of an 
early American recession. To-day, with the open season for Ministerial visits 
to Washington just about to begin, anybody who attempts to look into the 


future must find himself peering through some particularly dense mists. But 
there are indications—they are nothing more than that—that on the other 
side of these mists something very worrying may be piling up; and it would 
be cowardice for those who have forebodings on this score to shut their eyes 
to them. There are two main dangers. The first is that unconscious pressure 
from an America in search of a new policy, together with deliberate pressure 
from the continent of Europe in search of easier full employment policies, 
may lead the British Government to misuse the present breathing space, and 
to leave the economy in such an unhealthy state that it would be unable to 
ride out the rigours of even a slight recession in America. The second danger 
is that a recession in America—perhaps a slight one, but perhaps something 
more serious—may be nearer than most observers like to think. 


KEPUBLICANS AND FOREIGN ECONOMIC POLICY 

So far, the reaction of the Eisenhower Administration to international 
economic problems has been very much as most people expected. In his State 
of the Union message to Congress on February 2, the new President laid great 
emphasis on a “ trade, not aid’’ approach. He called for an extension of the 
Reciprocal Trade Agreements Act, simplification of American customs regula- 
tions, a continuance of offshore purchases, increased American investment 
abroad and higher American purchases of foreign raw materials. Both his 
call for tariff action and his support for offshore purchases were tempered with 
provisos that nothing should be done to encourage foreign industries that were 
“seriously competitive with our normal peace-time production ’; but the 
rather ominous ring of these words in foreign ears has perhaps been cancelled 
out by the knowledge that when a Republican Administration talks about 
extension of the Reciprocal Trade Agreements Act or enactment of the Customs 
Simplification Bill it will have more opportunity than the Democrats for 
seeing that these things are done. Nevertheless, the impression remains that 
even in the field of “ trade, not aid ’’, the Republicans would be more ready 
than their predecessors to beat a retreat to old-fashioned protectionism if ever 
domestic markets turned sour—for example, in any serious industrial recession. 

This leads, of course, straight to a second major international economic 
question, namely, whether the new Administration is likely to be willing to 
help provide the sort of “‘ liquidity cushion ’’ without which the first sign of 
an American recession will inevitably scare Europe and the sterling area into 
wholesale—and, in those circumstances, excusable—retreat from the ideal of 
Ireer world trade. Here one must turn away from analysis of official utterances 
to sifting of unofficial rumours. 

















124 THE BANKER 








In the past two months there have been sufficient leaks in the American 
Press to make it fairly clear that some circles in close touch with the new 
Administration have been urging that such a liquidity cushion should be 
provided on the grand scale. Their proposals apparently aimed at increasing 
the dollar price of gold by, say, 50 per cent. and utilizing the $12 billions 

cash profit’ that would scntiey accrue to the American Treasury (from 
revaluation of its existing gold stock) as a stabilization fund that would enable 
European countries to sweep away currency restrictions. In commenting on 
these proposals (or rather on its own interpretation of them) 77me magazine 
of January 206 stated that the “ plan finds little or no favour among Ike’s 
advisers ’’. Y7me is usually very accurate in its political soundings, even when 
it does not quite understand the subject on which its soundings are made. It 
seems likely, therefore, that the proponents of a stabilization fund are not 
making much headway in Washington. The Eisenhower Administration may 
agree to some marginal modifications in the rules and functions of the Inter- 
national Monetary Fund, and the world can take comfort from the fact that 
there are ambitious and sensible proposals in Washington pigeon-holes that 
might gradually gain more favour if ever a slump returned. But, for the 
moment, Europe should not count on anything more than that. 


TRADING MAELSTROM IN EUROPE ? 
The third significant facet of Republican thinking on international economic 
affairs, as it has emerged in the past two months, is the great emphasis that the 
new Administration has laid on the need for European unity. The m lainspring 
to this line of thought is the eminently sensible political decision that it is 
now all-important to push forward with the project for a European army. 
A subsidiary factor, however, is the much more muddled belief, expressed 1 In 
President Eisenhower's State of the Union message, that Europe “is now 
marked by chequered areas of labour surplus and labour short: age, of agricul- 
tural areas needing machines and industrial areas needing food ” the President 
deduced from this that one of the main needs of the hour Ww as for European 
countries “ to allow greater exchange of goods and services among themselves ’ 
And both Mr. Dulles and Mr. Stassen, on their recent European tour, made it 
plain that American aid will in future “ be co-ordinated in the closest possible 
way ”’ with these foreign policy objectives 
This line of thought happens to coincide very close ly with the economic 
agitation now emanating from France. M. Mayer’s new Finance Minister 
stated bluntly last month that “a system of currency convertibility implying 
the continuance or extension of existing import restrictions is not wanted ”; 
and later, when M. Mayer and M. Buron came to London, they pressed their 
view that British and Commonwealth Governments should lift their restrictions 
on imports from continental countries before they went forward with their 
plan for convertibility. There is, of course, something to be said for this view; 
the Commonwealth will not be making any great contribution to the cause of 
freer trade by allowing foreigners to spend sterling as they like, if at the same 
time it tightens import restrictions to ensure that they cannot earn any sterling 
in the first place. But M. Mayer’s vision for Europe looks suspiciously like 
what Lord Balfour of Burleigh characterized a short time ago as “a system 
in which a group of deficit countries conspire to whip up feverish 
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activity in their internal markets and their mutual trade, thus inevitably 
upsetting their balance of payments with the outside world and making it 
necessary to practise the most ruthless discrimination against the trade of 
countries outside the charmed circle ' 

It would be a tragedy if pressure from across the Channel and across the 
Atlantic led the British Government to utilize the present breathing space 
for building up a trading maelstrom of this sort in Western Europe. The 
needs of the hour are quite different. The breathing space should be used 
instead to re-orientate the economies of the sterling area and Western Europe 
so that they can together earn an actual surplus (if possible, a big enough 
surplus to allow some easing of present import restrictions) with North America 
in times of world boom; and so that they will not run too large a deficit with 
North America if a moderate world recession returns. Any steps to trading 
freedom during the present breathing space will need to be closely scrutinized 
to ensure that they have this end in view; otherwise they may merely be steps 
towards a system that would lie wide open to disaster if ever North American 
markets turned sour. 


POSSIBILITIES OF AN INVENTORY RECESSION 

These preliminary soundings of the economic foreign policy of the new 
Republican Administration therefore reverberate as an alarum with one 
clear warning. That warning is that 1f recession returns in America, European 
and sterling area countries may find themselves in an even worse plight than 
they would have been in if recession had returned while President Truman 
was still at the White House. More than ever, therefore, the crucial question 
for the Western world is: Does a recession in America seem likely ? 

This question can most conveniently be divided into three parts. First, 
is there likelv to be an inventory recession—either of the sort experienced in 
1949 when American industry actually ran down its inventories or of that 
experienced after June, 1951, when it merely slowed the rate of building up 
inventories ? The analysis below will suggest that something of the sort 
must be expected, and possibly quite soon. Secondly, is there any danger 
that such a recession will turn into a real slump before the end of 1953? 
On the whole, the danger here, fortunately, does not seem to be a great one. 
Thirdly, assuming that a real slump does not occur in 1953, 1s it like ly to break 
out within the next three or four years ? This is perhaps the gravest question 
of all, and it is impossible to pretend that the portents are re-assuring. 

The very close correlation between the economic fortunes of the sterling 
area and the rate of stockbuilding in the United States is shown in Table I. 
In four of the last eight half-years the rate of inventory accumulation in 
America has increased, yore in each of these the sterling area’s gold and dollar 
reserve has increased, too. In the other four half-years show. n in the table 
the rate of inventory accumulation in America has declined, and in three of 
them the sterling area’s gold and dollar reserve has declined, too; the excep- 
tion was the last half of 1949, the period of extensive bear-covering after 
devaluation. This correlation is not, of course, evidence of a new and immu- 
table economic law, but it is almost certainly something more than a coinci- 
dence. Broadly speaking, the rate at which American business accumulates 
or runs down inventories depends on the rate of industrial purchases of raw 
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materials (which affect purchases from the sterling area directly) or on the 
rate at which distributors are satisfying current demand out of stocks instead | 1 
of passing back orders to manufacturers (which affect manufacturers’ purchases 
of raw materials from the sterling area at one remove). In other words, the | | 
rate of inventory accumulation and the rate of American imports from the | 


sterling area are perhaps the two most sensitive antennz of business psycho- 
logy 1 America, and they therefore tend to move in the same direction. 

it is therefore a matter of considerable importance to judge whether the ; 
recent rate of inventory accumulation looks too high. Quite frankly, it does, 
It will be seen from Table I that American business inventories ran up by 
some $2,000 millions in the last half of 1952; this was almost exacily equal 
to the “ average ” half-yearly rate of accumulation over the last four years, | 
in so far as an average can be struck from such a wild array of pluses and ) 
minuses. But it is perhaps not generally realized how far the crazy quilt 
pattern of physical controls tried out in the United States since the start of the 
Korean emergency has encouraged a wild scramble for stocks of both raw 
materials and semi-finished goods by people who have not needed them; 
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TABLE [ 
U.S. INVENTORY CHANGES AND THE STERLING AREA 





[Increase (+) or Change in Rate of Increase (-+-) or & 
lecrease } in Inventory Accumulation Decrease ( —) in 
U.S. Business from Previous Sterling Area’s 
Inventories Hali-\ ear Dollar Reserve 
5 Millions at Constant (1952) Prices $ Miilions 
1 ] & 
rO49Q January-June — goo - 3,900 — 205 ' 
luly-December .. — 1,800 QOo + } 
[1950 Janvary-June 7 1, Soo 3,000 ! 135 } 
July-December .. - 4,200 2,400 - 877 
19051 January-June - 6,900 2,700 - 503 
] uly-December = - 3,000 - 3,100 - 2,533 
1952 January-June - Nil 3,500 - 050 
lulv-] Yecember .. r 2,000 2,000 ~ [tl 3 


anybody who has been granted a quarterly “ hunting licence " under the various | 
allocation plans has utilized it, for fear he would not get a licence in the quarter [ 
following. And the various price and wage control schemes, which nobody } 
has ever believed could last anyway, have in some instances added to this 
rush. The result is that since Korea business inventories alone (i.e. excluding | 
defence stockpiling) have run up by $16.9 billions (in terms of 1952 prices), 
while the annual rate of gross national product (on the same basis) has run f 
up by only $42.6 billions. A more “ normal ”’ rate of inventory accumulation, | 
according to those who make a study of this sort of thing, would be for stocks , 
and work in progress to run up by some $2 to $24 billions for every $10 billions 
increase in gross national product. 

On the basis of an assumed rise of some 700,000 (or I per cent.) a yearin | 
the labour force and an increase of 24 per cent. per annum in individual pro- } 
ductivity (which is broadly in line with present trends) the President’s Council 
of Economic Advisers has recently forecast that America’s gross national 
product could rise by $10 or $12 billions a year between now and 1955, pro- 
vided sufficient demand is forthcoming. Even if this forecast is fulfilled, it 
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seems likely that the rate of accumulation of inventories that will go with 1% 
must be some way below the present level. The sterling area should theretore 
not assume that its present breathing space will necessarily last, even if a 
full-scale stump in America is not on the way. There is a very definite danger 
that the outlook may darken in this respect before the end of 1953. 


POSSIBILITIES OF SLUMP 


Although America may find that it can carry out a given level of produc- 
tion with smaller investment in stocks once physical controls are no longer 
causing a maldistribution of essential supplies, it may also find—if the 
Republicans are as bold about killing off physical controls as they seem 
likely to be—that the capacity level of production will expand surprisingly 
fast. In fact, real gross national product may well expand by more than 
the $10 to $12 billions that President Truman's advisers forecast for 1953, 
provided the overall level of demand is sufficiently high to keep production 
at full stretch. 

On the whole, it still seems reasonable to assume that demand will be 
sufficiently buoyant in 1953. It is true that Government defence expenditure 
is unlikely to rise in 1953 by anything like the $17.6 billions increase that took 
place in 1951 or even the $11.5 billions increase of 1952 (both figures in terms 
of 1952 prices). The prospect is, however, for a steady rise in defence expen- 
diture to a plateau in the fourth quarter of 1953 about $4 billions above the 
present annual rate; this plateau is intended to be maintained until some 
time after the middle of 1954, when it is hoped that defence expenditure can 
begin to tail off. The Republicans will undoubtedly try to cut back Govern- 
ment expenditure, especially on civil projects, as much as they can; in fact, 
the present intention seems to be to bridge the potential Federal budget 
deficit of $ro billions that President Truman left behind him for the fiscal 
year between June 30, 1953, and June 30, 1954, by cuts in Government expen- 
diture alone. But it remains to be seen how many of these projected economies 
can be made in 1953 itself. With state and local government expenditures 
likely to rise by some $2 to $3 billions this year, it will be surprising if total 
Government expenditure in the calendar year 1953 is not some $5 to SIo 
billions above 1952 (once again, all figures in terms of 1952 prices). 

Much the same may be true of investment expenditure. Although, if the 
analysis made above is correct, the rate of inventory accumulation at the end 
of 1953 may well be lower than at the end of 1952, the fali in the calendar 
year 1953 as a whole from the calendar year 1952 1s not likely to be as great 
as between 1951 and 1952; in fact, there may not be a fall at all. Similarly, 
although investment plant and equipment for defence industries, especially 
under the quick tax-amortization facilities, will almost certainly begin to flag 
notably after the middle of 1953, other sorts of investment—in particular 
commercial and recreational construction—shouild rise sufficiently to offset 
it; moreover, thanks partly to the removal of credit restrictions last autumn, 
housing “starts ’’ in 1953 seem likely to be above the high 1952 level of 
1,100,000, | 

The final question mark is that hanging over the level of personal con- 
sumption. In the last two calendar years personal saving has amounted to 


land 


7-6 and 8.0 per cent. of personal disposable incomes respectively; this is 
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considerably higher than the peak rate of saving in the 1930s (5.5 per cent, 
in 1937) or the rate of saving in the 1929 boom (4.5 per cent. of personal dis- 
posable incomes), and some people have argued that it must start to fall soon, 
There are good reasons, however, to question this glib assumption. A consider- 
able proportion of current saving in America is now of a semi-compulsory 
kind; the service of annual life assurance premiums falls into this category 
and so do payments on instalment debts. It must be remembered that the 
upsurge in consumer credit in America last year means that throughout 1953 
many people will have large instalment payments to meet; these instalment 
payments on past purchases do not pre-empt current resources and they are 
therefore rightly classified as savings in the national income returns. 

To a marked extent, therefore, any increase in the pre-emption of resources 
by personal consumption in 1953 will depend on whether new purchases on 
the instalment system rise or tail off while people are meeting their heavier 
instalment payments on last year’s purchases. It is worth noting that, thanks 
to the heavy purchases of the past seven years, 96 per cent. of all American 
homes wired for electricity now have radio sets, 89 per cent. have refrigerators, 


TABLE II 
EXPANSION OF U.S. DEMAND AND GROSS NATIONAL PRODUCT 


($ Billions, at Constant 1952 Prices) 


Change im: 1948 1949 1950 1951 1952 
Defence Expenditure 4 + 3.4 3-5 —- 1.5 r 37.6 r Sha 
Other Government Expenditure. . (oe 3.2 —- 2.0 - 0.7 - 2a 
Rate of Inventery Accumulation 3.1 7-1 + 8.6 - 4.5 - 8.6 
Other Investment. . 1.0 3.9 + 6.8 3.5 —- 0.9 
Consumption 3.4 + 5.4 + 10.5 - 0.8 + 3.9 
(sross National Product .. “a 1 9.2 + I.I + 22.4 + 260.1 - 8.0 

Level of Gross National Product 287.5 288 .6 311.6 337.1 345.1 


76 per cent. have washing machines, and 47 per cent. have television sets. 
It seems probable that most of these appliances may now be reaching the end 
of the possible range of sales to new owners and will have to depend on replace- 
ment demand. Replacement demand can, of course, be heavy; for example, 
the automobile producers—working on the assumption (for which there seems 
surprisingly good justification) that Americans tend to replace their cars 
about once every three years—expect 1953 to be as bumper a period for sales 
as 1950 (and late 1949) was. By the same token, however, they are less 
cheerful about the prospect for 1954 and, especially, 1955. Although it 1s 
possible that new mass markets may open up for deep freezers (now in II} 
per cent. of homes wired for electricity) and air conditioners (in 1.3 per cent. 
of wired homes), the mid-1950s also seem likely to be a rather bleaker period 
for many other forms of durable consumer appliances. 

Moreover, there is another factor that needs to be taken into account. AS 
has been emphasized in THE BANKER before, a high proportion of the American 
consumer's expenditure is now of a “‘ postponable ”’ type. If ever the expecta- 
tion really catches hold that prices are likely to fall, as much as 40 per cent. 
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of consumers’ purchases could be postponed without grave deprivation of 
living standards. This is the hair trigger that could set off the opening gunfire 
of an American slump, and thus of a world slump; and it could do so with such 
devastating force that the American Government would have to react very 
swiftly indeed if it was to take counter-cyclical action in time. 


The expectation that prices will fall should, of course, take hold only 
when and if demand looks like falling below the level of potential supply. If 
the above analysis is correct, America should pass through 1953 without any 
really solid grounds for such an apprehension, although the margin for error 
does not seem as large as in most past post-war years. But what about 1954 
and 1955? By that time defence expenditure may be on the down grade 
unless the Kremlin is foolish enough to revivify it; the Republicans’ efforts at 
cutting civil Government expenditure may be beginning to bear fruit; defence 
investment under the tax write-off scheme should be virtually completed; the 
undoubted backlog of demand for commercial and recreational construction 
(which some experts have estimated at about $12 billions) may be largely 
filled up; America may be beginning to realize that accumulated stocks are at 
a high level even for full employment production and that 1,100,000 housing 
starts a year are more than can be justified by new family formations (about 
600,000 a year); replacement demand for automobiles may be moving towards 
a cyclical low point and the market for many traditional luxury appliances 
(including television sets) may have reached a point of near saturation. 


Ali these gloomy forebodings would, of course, be swept away (and replaced 
by new and even grimmer ones) if the cold war heated up; and they would 
also be swept away in a much more cheerful manner by any new boom in civil 
investment—a boom based, for instance, on industrial use of atomic energy 
or less dramatic scientific innovations such as the new three-dimensional 
films. It is also possible that new objects of consumer demand may spring 
into favour as previous front-runners fall back. But, on present indications, 
this must be classed as a hope, not a forecast. 


The implication is plain. In the last twelve years the free world has been 
saved from destruction by the dynamism of America’s free enterprise system. 
But one of the penalties of that dynamism 1s that the American economy tends 
to race forward at high speed on the knife edge between boom and slump; 
in the next two or three years it may topple temporarily off it. If the coun- 
tries of Europe and the British Commonwealth are to live with America and 
not merely off it, they must re-orientate their economies, so that they build 
up their reserves of gold and dollars during the years of boom and equili- 
brium; and so that their drafts on those reserves in times of temporary 
recession do not enforce draconian import cuts—cuts that in the worst case 
would oblige many factories here to close down through lack of raw materials 
and would cut domestic living standards to the bone. The British Government, 
in particular, should now be working quietly but steadily behind the scenes 
to formulate plans for meeting any such contingency; and it should be 
working vigorously and in the open to hammer the economy of the sterling 
area into a fit state to put such plans into effect should the need arise. Other- 
wise the present phase of apparent recovery may be seen in retrospect not as 
a breathing space, but as the welfare state’s last gasp. 
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Europe against Convertibility 


HE British Government has plainly been disappointed, although it has 

not necessarily yet been deterred, by Europe’s reaction to its drive for 

convertibility. When Mr. Eden and Mr. Butler arrive in Washington in 
a few days’ time, they will doubtless still lay the Commonwealth’s original 
‘plan ”’ before the American authorities, and they will certainly still believe in 
it. No doubt, if the American response is favourable, some interesting develop- 
ments in British exchange control policy can be expected before the ad of the 
year. But the prospects for a really swift advance to full sterling convertibility 
must have been dimmed by the growing realization that the road would be much 
easier to travel if other European currencies came along with sterling, and by 
the fairly emphatic indications in the past few weeks that many European 
countries—and European organizations such as E.P.U. and O.E.E.C.—are 
unsympathetic to the whole idea. 

The growing realization of the desirability of making the journey to con- 
vertibility in company with others is in part due to reviving recollections of 
what happened in 1947 when sterling tried to travel alone. ‘It has also been 
helped by intimations from Washington that the necessary measure of colla- 
boration from the new Eisenhower Administration would be more readily 
forthcoming for a European than for a purely British or Commonwealth 
move. Finally, it has been induced by the detailed consideration that has 
recently been given both in E.P.U. and O.E.E.C. quarters and in London to 
the technical problem of fitting convertibility into the existing system of 
international payments in Europe. It is now generally accepted that this 
existing system—the European Payments Union, with its link with the sterling 
area and, through sterling transferable accounts, with much of the outside 
world as well—would be quite impossible to operate 1f some European currencies 
became convertible, while others did not. 

The problem can best be understood by considering what would happen if 
sterling alone became convertible—that Is to say, if all current sterling earnings 
accruing to residents of E.P.U. countries became wholly convertible into 
dollars or gold. To make the picture clearer, it may also be assumed first— 
as an initial and exceedingly hopeful simplification—that in these E.P.U. 
countries the writ of exchange control is so clear and so respected that 
all convertible sterling accruing to individual persons and firms is duly 
transferred to their respective central banks. The central banks of 
those members that ran asurplus with the sterling area would then be receiving 
sterling that they would have the right toconvert at 100 per cent. into dollars. 
At best, they obviously would not turn that sterling into the E.P.U. clearings, 
where it would generally attract convertibility rights below 100 per cent.; at 
worst—and more probably— they would convert it into dollars forthwith. To 
ask them not to convert would be to subject convertibility to even greater 
reservations than those at present contemplated, namely, its restriction to 
non-resident holders of currently acquired sterling. 

The exercise of such convertibility by the sterling area’s creditors would 
leave the United Kingdom at each monthly E.P.U. compensation facing only 
a group of debtor countries. The creditors would have converted their sterling 
at 100 per cent., leaving the United Kingdom to finance its debtors through 
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the E.P.U. machinery—that is, by a substantial and automatic extension of 
credit. At the end of January the United Kingdom had a cumulative debit 
position of £314 millions with E.P.U. To wipe out this debit, the United 
Kingdom would require a run of current E.P.U. surpluses of like amount, 
of which only £106 millions would be discharged by transfers of gold. Once 
it had attained the credit side of the account, the United Kingdom, with 
its quota of £378 millions, might be called upon to extend 60 per cent. of 
that sum, or £227 millions, in the form of credit to other members, taking 
the balance of its cumulative surpluses in gold. Moreover, once it had 
exhausted its E.P.U. quota as a creditor, the United Kingdom might be called 
upon to finance any further surpluses as to one-half in credit and one-half in 
sold—the formula for which a precedent has been set by Belgium. 

~ In other words, the E.P.U. machinery provides a considerable potential 
supply of international sterling that would be called into being at the very 
moment when the move to convertibility would require the British Govern- 
ment to make sterling scarce and not abundant in the world. Even if 
convertibility were operated only by the central banks of other member 
countries, it might therefore cause a serious and persistent strain on the 
United Kingdom’s gold reserves and the concurrent extension of credit to 
Britain’s .P.U. debtors. This drain would become quite preposterous if, as 
is more than likely, the sterling accruing to residents in E.P.U. countries was 
not all transferred by them to their respective central banks, but was converted 
into dollars. It is possible to conceive of a position in which every sterling 
payment made to residents of E.P.U. countries would be converted, leaving 
the United Kingdom to finance through E.P.U. every current payment in 
favour of the sterling area. In those circumstances the dollar reserves of the 
United Kingdom—and incidentally also of the E.P.U.—would be exhausted 
in a matter of months. 

Certain safeguards and defensive measures could no doubt be devised. 
The full benefits of convertibility might be withheld from E.P.U. countries, 
and new arrangements might be made about transfers of sterling to and from 
E.P.U. members by countries in the transferable account group. But any 
such initiative would be wholly contrary to the spirit of the convertibility 
operation. There would be no point in restricting the free use of sterling in 
Europe in order to safeguard its freer use elsewhere. 

This problem of the reconciliation of convertibility with the mechanism of 
E.P.U. has recently been studied by the Management Board of the Union and 
by O.E.E.C. experts. The tenor of their report, so far unpublished, was 
apparently strongly opposed to convertibility. It emphasized the technical 
snags that have been indicated in this article. It pointed out that complete 
convertibility of one of the more important of the Union's currencies would 
sooner or later wreck the Union. It implied that the convertibility of a 
member's currency would have to be denied to the other members’ holdings 
of that particular currency; the Swiss franc, for example, is convertible only 
When it is held by countries whose currencies are themselves convertible. 

The Management Board’s study and findings were based on the tacit 
assumption that E.P.U. must be regarded as a permanent feature of the inter- 
national payments system. To those who have day-to-day experience of the 
Union, who appreciate the snares and defects of the bilateral system whose 
place it took, this basic assumption is almost axiomatic. To them a move 
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towards convertibility by one member in isolation must be suspect, since jt 
carries a threat to the whole concept that the E.P.U. now symbolizes—the 
concept of creating a wide area of transferability of currencies and _non- 
discrimination in trade. This attitude, moreover, is at its strongest when it js 
the convertibility of sterling that is in question. For that development 
threatens actions that are particularly antagonistic to the principles of E.P.U. 
and O.E.E.C.—such as the maintenance of severe restrictions on imports from 
Europe in the attempt to strengthen the gold and dollar reserves to the point 
from which the plunge into convertibility can be made with reasonable safety, 

The view that nothing should be done that will threaten the future of 
E.P.U. is supported also by two other important and well-entrenched bodies 
of opinion in Europe. One of these is the United Europe school of economists 
that clusters around M. Jean Monnet; the other is the school that wishes to 
avoid disinflation as long as possible. Many of the supporters of the United 
Europe vision believe that the organizations set up under the aegis of the 
Marshall Plan should be a permanent part of Europe’s economic structure, 
The objective of these people is frankly to set up an exclusive trading club, to 
push liberalization of trade to its widest limits, but only within the framework 
of O.E.E.C. countries and their associated overseas territories. In this way. 
they believe, E.P.U. could serve as part of the mechanism needed to integrate 
the economy of Europe. It would also make possible a virtually permanent 
measure of discrimination against the dollar world. Since E.P.U. was erected 
with American assistance and remains a favourite of the American Administra- 
tion, it appears to this school as a heaven-sent instrument of discrimination 
against dollar countries, and, what is more, an instrument made in America. 
According to this view, if convertibility endangers the mechanism, then the 
obvious decision must be to abandon convertibility. 

The second school, those who want to keep inflation comfortably on the 
boil as long as possible, is now rallying to the support of the French thesis that 
intra-European import restrictions should be removed before an experiment in 
convertibility is launched. The‘idea here is that the creation of easy markets 
in Europe will keep up full employment. It could only do so, of course, at the 
cost of impeding the switch of resources that will be needed if Europe is ever 
to earn sufficient dollars to balance its accounts with America; but some pro- 
ponents of “ liberalization before convertibility have not thought of that, 
while others—more culpably—do not attach much importance to it. 

Needless to say, these general philosophic drifts have found very few 
sympathetic echoes in authoritative circles in the United Kingdom. They 
run diametrically counter to the ideas that emerged from the Commonwealth 
Economic Conference. But the technical points raised by the O.E.E.C. report 
have none the less had to receive very careful scrutiny in London, and _ they 
have been piled in on top of two other technical problems that the British 
Government always recognized would arise as soon as an advance to convert 
bility was planned. One of these is the danger that continental countries 
might slam down restrictions against imports from the Commonwealth as soon 
as sterling became convertible, since sterling imports would then be just as 
‘hard’ as dollar imports now are. The other technical problem is that if 
any move towards flexible exchange rates were made in advance of a con- 
vertibility experiment—as most people believe would have to be done—con- 
siderable accounting complications would arise for E.P.U., at least until con- 
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sequential changes had been made in its mechanism. The problem here is that 
in a regime of fluctuating exchange rates, the E.P.U. monthly clearings would 
refer to a large number of individual transactions made at perhaps widely 
varying rates of exchange. Fortunately, the technicians of the Bank for Inter- 
national Settlements who operate the E.P.U. compensations are apparently 
prepared to vouch for their ability to overcome these technical problems, 
difficult as they are. 

While these academic discussions have been going on, a very practical 
problem, that of the extension of E.P.U. beyond June 30, has to be tackled. 
The O.E.E.C. and the Management Board of E.P.U. have been informed from 
London that this issue should be discussed independently of the possibility of a 
move to sterling convertibility. They assume—or hope—that this means that 
nothing of real moment will occur on the convertibility front before June 30. 

In consequence, the discussions for E.P.U.’s renewal have already begun 
and have revealed the now traditional clash of views between those countries 
that are natural and persistent creditors and those that continually run into 
debt. The creditors, as always, want to make E.P.U. harder; the debtors 
want it softer. The creditors are still pressing for proportionate gold and 
credit payments that will offer greater incentives to creditors and greater 
deterrents to debtors. Belgium, in particular, would still like to recapture in 
the form of gold a larger proportion of its above-quota credit granted to 
E.P.U. than was provided for in the 1952 arrangements. The debtors want 
to increase the quotas and widen the initial gold-free credit facilities. 

Although the United Kingdom is still a debtor, its authority should now 
be thrown in on the side of the creditors. The best way to prepare E.P.U. for 
withstanding the impact of convertibility would be to make it harder and to 
reduce the potential supply of international sterling that can be created through 
its mechanism. If E.P.U. were harder, then the technical dangers discussed 
earlier—that member countries might use convertible currency in E.P.U. as 
a means of siphoning dollar goods into Europe and doing so on the basis 
of E.P.U. credit—would be considerably reduced. It is true that a plea for a 
harder E.P.U. would be the exact opposite of the attitude that has been struck 
by British representatives at previous discussions in and about the Union 
since 1949. But Britain should take comfort from the maxim that complete 
consistency is the mark of small minds. 

In the discussion of these issues it ought to be recognized that E.P.U. is not 
a permanent part of the mechanism of international payments. It was created 
as a makeshift, as an attempt to bridge the gap between the untidy muddle of 
bilateral payments agreements to which the countries of Europe had to stoop 
in the immediate post-war period and the ideal of convertibility, of multilateral 
payments and of non-discrimination in trade. The E.P.U. has done extremely 
good work as a stop-gap, and, since the world may have to wait a long time 
before the ideals can be achieved, it probably still has much to do. But it 
would be sheer cowardice to assume that it is permanent and to chart the 
future course of payments arrangements accordingly. Whatever happens to 
the Commonwealth’s present ‘“‘ plan’’ for sterling convertibility, monetary 
discipline within E.P.U. should be immediately tightened, so as to ease the 
transition that will one day have to be made to the wider measure of multi- 
lateral payments that is every liberal’s goal. 
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Banking Strait-Jacket on East Germany| 


By S. Schattmann 


HE inherent problem of the economies of all the satellite countries of | 


Eastern Europe is the perpetual struggle against inflation. The banks 
and the tax collectors, the two pillars of the financial system, are busy 


absorbing surplus purchasing power and redistributing it to “ planned” { 
investment, and this investment, especially by reason of its strong bias in § 
favour of heavy industry and armaments, tends to the creation of new infla. | 


tionary pressure. In Eastern Germany, as elsewhere in Eastern Europe, 
the functions and structure of the banking system are moulded to meet the 
needs of this situation, and it is obvious that a system of this kind has very 


little in common with banking as understood by readers of this journal. An | 
article in THE BANKER of October, 1948, discussed the development of the | 


East German banking system from the end of the war to the currency reform 
of June, 1948, the period in which most of the new structure was built. 
Since then the main development has been the application of the Soviet 
principle of economic organization to monetary and financial policy and the 
effort to make this system effective through the control of the banks. This 
article, by examining the functions of the banks and of some of the trends 
in monetary and credit policy, seeks to show the part the banks play ina 
Sovietised economy and some of the problems they have to face. Except for 
the figures of notes and coin 1n circulation (which show hardly any fluctuation), 
no monetary statistics are released in East Germany. But the present highly 
precarious condition of the East German monetary system can be deduced 
from political pronouncements and regulations just as easily as from statistics, 
The post-war banking structure, upon which the recent developments 
have been superimposed, took shape immediately after the German surrender 
in i945. It will be recalled that all existing banks were closed, and all accounts 
frozen, with effect from May 8, 1945, and no distinction was made between 
private and publicly-owned institutions. The entire banking system was 
liquidated and with it about Rm. 80,000 millions of deposits. It was replaced 
by a chain of state banks—one Landeskreditbank was established in each of 
the five Laender then existing. Until the end of 1946 these banks had the 
dual function of replacing the commercial banks and of acting as central 
banks; they did not, however, possess the right of note issue, which was vested 
in the Allied Control Council. At the end of 1946 the central bank functions 
were detached and transferred to new institutions, the Emissions und Giro- 
banken, and, shortly before the currency reform of 1948, the new structure 
was completed by the establishment of a central bank as such—first known 
as the Deutsche Emissions und Girobank, but later renamed the Deutsche 
Notenbank. 
_ Since then two banks with specific tasks have been added and further 
centralization has proceeded apace. There are now five main institutions:— 
1. The Deutsche Notenbank, the Gosbank of the Soviet system, which 1s 
both the bank of issue and the financial controller of “‘ plan-fulfilment’’. Its 
work will be discussed in greater detail below. It is the only central bank 
in the world that has a woman as its chief executive. 
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2. The Deutsche Investitionsbank, the counterpart of the Soviet Prombank, 
allocates and closely controls all industrial investment, and also administers 
all budgetary grants for investment purposes. All publicly-owned enterprises 
are required to transfer their depreciation funds to this bank, but this does 
not entitle them to claim funds for physical investment. The allocation of 
funds, for both new investment and replacement, is made in pursuance of the 
overall plans for production and capital formation. 

3. The Deutsche Bauernbank, the Selkhozbank, is the bank of agriculture 
and crafts; it grants credits to “‘ working peasants”’ and artisans, and 
administers the appropriations for the agricultural producer co-operatives now 
being set up all over Eastern Germany. 

4. The savings banks have so far been of minor importance but, as will be 
shown below, they are about to assume a vital function within the financial 
organization. 

5. The Garaniie und Kreditbank acts as bank of the Soviet occupation 
authorities, the Soviet-owned industrial combines, the so-called $.A.G.s, and 
the Soviet trading organizations in Eastern Germany. 

The expansion of the functions of the Deutsche Notenbank reflects the 
increasing application of the Soviet principle of “control by the Mark”, 
which has been adapted from the systems of “ Roubie control” and the 
so-called ‘“‘economic accountancy ’’. In March, 1950, the Emissions und 
Girobanken and the Landeskreditbanken were incorporated into the Deutsche 
Notenbank, with effect from the beginning of the year. this merger was 
preceded by a sweeping reform of the fiscal system; as from the same effective 
date the central Government assumed all fiscal rights previously exercised by 
the five Laender. Then, at the end of October, 1951, the final and the most 
important step was taken to make the Deutsche Notenbank the Gosbank of 
Eastern Germany: it was then proclaimed as the State Bank, with its main 
task to act as financial controller of the entire economy and of each enterprise. 


THE BANKS AS DISCIPLINARIANS 

To appreciate the nature of these unorthodox functions imposed upon the 
State Bank, it is necessary to understand what the Soviet planners mean by 
the term “economic accountancy’. This, like most other Soviet economic 
concepts, is lauded as based upon superior basic principles entirely different 
from “‘ bourgeois’ ideas. But, in fact, this vaunted “ discovery ”’ of Stalinist 
economics is merely the simple truth that production cannot be carried on at 
a loss for any length of time and that it is necessary to make the best possible 
use of all available resources. In Soviet terminology, the resultant principle 
iscalled the “utilization of inner reserves’’—and one of the pitfalls of an economy 
run on Soviet lines is a tendency on the part of management and workers to 
assume that the financial resources of the State are inexhaustible. 

The Deutsche Notenbank attempts to enforce ‘‘ economic accountancy ”’ in 
the following way. The “ production plan”’ prescribed for each enterprise 
has a counterpart “ finance plan’’, a copy of which is issued to the enter- 
prise; and the bank tries to ensure by financial control that all transactions 
and operations conform to this plan. When the enterprise makes withdrawals 
from its account at the bank, the bank has to satisfy itself that they are 
Justified by reference to the targets and timetables prescribed in the plan. 
A monthly reduction of costs, stipulated in the plan, is debited to the account 
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at the beginning of each month, before any withdrawals are authorized. At 
the end of the month wages and salaries may not be drawn unless orders for 
the payment of wages tax and social insurance contributions have been 
received in the meantime. If the enterprise is unable to make the requisite 
withdrawals because its credit balance is insufficient or, more likely, because its 
account is overdrawn, it must appeal to the ministry responsible for its par- 
ticular branch of industry. The bank will not sanction the withdrawals 
until it has been satisfied that the necessary steps for improved “ plan ful- 
filment ’’ have been taken. The possibility of delays in wage payment thus 
provides a sanction for control not only of the enterprise but also of the 
workers. 

Cash payments are required to be kept to the absolute minimum to 
prevent any undue expansion of the circulation of money, and thus to avoid 
any weakening of the financial control. Such payments are confined to 
wages and salaries, pensions, retail purchases, entertainment and _ service 
payments. There are very severe limits on the keeping of cash. All firms, 
organizations and individuals who have an annual turnover of more than 
Dm. 20,000 must have accounts with the banks or savings banks, and must 
pay over every morning all cash received in excess of an approved limit. The 
limits are very low indeed. For instance, a firm that receives cash totalling 
Dm. 2,500 daily will have a limit of Dm. 100. 

The granting of credit plays an important part in this system of control. 
The bank grants only short-term credits; long-term credits are dealt with by 
the specialist institutions. Credit requirements of publicly-owned enterprises 
are calculated in advance in quarterly programmes that are based on the 
plans for production and distribution. Since all production is seen as a con- 
tinual process, credits will be granted only for raw materials and finished 
goods. The deliberate exclusion of semi-finished goods is intended to speed 
up production. According to the theory of planning, any expenditure or 
type of production that is not authorized by the plan for the particular enter- 
prise should be reflected in the non-fulfilment of the finance plan and will lead 
to financial difficulties. This control by means of short-term credits is being 
‘made more effective by keeping allocations of cash required for raw material 
and other purchases below the level indicated by the budgeted requirements. 
The balance has to be obtained by short-term credits, repayments of which are 
planned to coincide with the delivery of the goods produced. The rate 
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normally charged on these credits is 5 per cent. Thus the publicly owned 
enterprise is subject to continuous control by the bank. 

In the case of private firms, too, credits are obtainable for current pro- 
duction only if the manufacturer can produce definite sales contracts as 
evidence that his production has been included in the general plan. If the 
credit is approved, the manufacturer will receive finance up to 75 per cent. 
of the amount required; he has to finance the remainder out of his own 
working capital. Private firms must submit monthly inventories and quarterly 
balance-sheets and are also subject to very stringent inspections by the bank 
at least once a quarter. 

The long delays in payment of accounts by the publicly-owned enter- 
prises have been causing serious concern to the authorities. Invoices, in 
accordance with regulations, were to be settled within fifteen days, but in 
fact the average settlement period lengthened to fifty days. Even if delivery 
dates were adhered to there were delays in the invoicing owing to the complex 
price calculations, which often required discussions with the ministry con- 
cerned. There were, of course, also other reasons for this delay. The 
publicly-owned enterprises often deliberately deferred invoicing or settlement in 
an effort to avoid control by the banks. They financed themselves tem- 
porarily by using funds earmarked for other purposes, and they also engaged 
in “ black ’’ investments. The authorities complained that many firms sent 
out invoices only when they could not find money in any other way. 

Thus, in the middle of 1951, in order to make the system of “ control by 
the Mark’ more effective, it was decided to introduce the Soviet system of 
collection of all accounts by the banks. This arrangement was finally intro- 
duced in July, 1952, at first only for invoices exceeding Dm. 5,000, but by 
the middle of September the limit had been lowered to Dm. 500. Under 
this system, which is compulsory for all authorities, publicly owned enter- 
prises, consumer co-operatives and peasant co-operatives, the consignor has 
to submit the invoice to his bank within three days, and the bank then passes 
it to the bank of the consignee. Settlement has to be made within four days 
unless the consignee objects on the following grounds: that he did not order the 
goods at all or that he ordered different goods, that the price differs from 
that specified in the contract, or that delivery dates have not been met so 
that the goods can no longer be used. The consignee cannot refuse payment, 
however, on the grounds that the goods are not yet in his possession or that 
the quality is not satisfactory. To settle the latter point a special contract 
tribunal has been set up. The main aim of this “ Bank-Inkasso”’ system is 
to deprive the firms of funds that could be used for financing transactions 
not sanctioned in the plan. 

Pending the receipt of payment, the consignor may secure credit from his 
bank, but if the consignee’s bank does not remit payment within fifteen days 
this credit is transferred to an ‘‘ overdue credit ’’ account and a punitive rate 
of interest is charged. This means that the creditor of a badly paying firm 
is likely to get into difficulties, and it may be argued that the bank’s pressure 
ls applied to the wrong firm. According to Soviet ideas, however, the seller 
and the buyer have equal obligations under the plan. The buyer controls 
whether delivery is in time and in order and the seller controls whether the 
account is paid. Hence, it is the seller’s responsibility to get settlement. 
The bank merely arranges facilities for payment. If it were prepared to 
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credit invoices at once instead of accepting them for collection the intentions 
of the whole system of ‘‘ economic accounting ’’ would be frustrated, since the 
bank would soon find itself financing production not scheduled in the plan. 


INHERENT WASTAGES 


The authorities are coming to realize, however, that pressure by the bank 
alone cannot always achieve all that is expected of it. In particular, there 
are at present unintendedly large accumulations of stocks, and it is recognized 
that special measures must be taken for their liquidation. Meanwhile, 
subject to approval by the Government, special credits are to be granted for 
the financing of these stocks until March 31—or, in certain cases, until the 
end of the year. It is admitted that in many instances “ unplanned ”’ stocks 
of goods can be cleared only by means of price reductions. But before this 
can be conceded special permission has to be obtained from the Government, 
since the loss would fall upon the Budget. 

This state of affairs draws attention to one of the gravest weaknesses 
that are inherent in this system of planning. In order to fulfil the “ plan ”, 
producers often make goods of low quality, and these goods may prove 
unsaleable while other goods remain unfinished owing to shortages of raw 
materials or components. Generally speaking, communists are disposed to 
deny the existence of practical or inherent difficulties; they delight instead in 
finding political explanations of economic difficulties—especially, of course, 
‘sabotage’. But at least the senior officials of the financial administration 
do now guardedly admit that payment difficulties do exist for which there are 
objective explanations. They speak of raw material difficulties and changes 
in production at short notice—the latter probably being a euphemism for an 
expansion in the armament programme. Losses from such causes have to be 
referred to the Council of Ministers, which is authorized to charge them to the 
Budget. But if the losses are due to so-called “‘ subjective ’’ difficulties— 
such as the manufacture of poor quality goods—the firms “ must try their 
best ’’ and they are penalized by high charges on their overdrafts. 

Attempts are also being made by the authorities to tackle what they 
regard as the causes of this lack of balance and waste in production—though 
they do not, of course, concede that there are inherent difficulties as grave 
as these. Up to now subsidies have been granted for the production of most 
raw materials and many capital and consumer goods. As it is realized that 
the present strain upon productive resources will continue, it has been decided, 
again following Soviet practice, to drop subsidies. It was recently stated 
that the prices for coal and coke, as well as of copper and other non-ferrous 
metals, were “‘ far too low’’. All prices are now required to be based on 
‘costs’, but in these calculations the wage costs are based not on the hourly 
rates actually paid but on “‘ norms’ whose level is being progressively raised. 
In pursuance of this programme, the restoration of the free price mechanism 
—in the rather peculiar sense of Soviet economics—has certainly progressed 
much further in the planned economies of Eastern Europe than in some of 
the free economies of Western Europe. This process of “ freeing ’’ reflects 
the complete disregard of the so-called socialist state for the welfare of the 
individual. The principle is that the workers must ‘‘ create themselves the 
conditions for the further reduction of consumer goods prices ’”’. There were 
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hardly any reductions in 1952. Meanwhile, the State is to use the funds 
formerly employed in subsidies for the financing of heavy industry and the 
‘national armed forces ’’. This directive for the 1953 budget reflects clearly 
the determination of the communist regime to proceed with the “ building of 
socialism ’’ at the expense of the consumer. It also suggests that inflationary 
pressure may receive a new impulse, and that the Government may be com- 
pelled to take yet more drastic action to curb purchasing power. 

Drives for monetary savings are the one economic weapon that has not 
yet been used to full effect in East Germany. Vice-Premier Ulbricht, who 
controls all economic activities, has stated that savings are still very much 
below the 1936 level. But now the savings banks, which so far have played 
only a minor part, are required to become “ the bank of the worker ’’, as in 
the U.S.S.R., and are to organize new forms of saving. Last year a “ recon- 
struction lottery ’’ supplied the funds for the building of the much-publicized 
blocks of flats in the Stalin Allee in East Berlin, and this is to become a regular 
device for extracting savings. In addition, all workers are to be “ encouraged ”’ 
to conclude “‘ savings contracts ’’ with their banks. They are expected either 
to agree to periodical deductions from their wages, at least for the duration 
of the five-year plan (that is, until December 31, 1955), at 4 per cent. interest, 
or to engage in “‘ premium saving ”’ for a similar minimum period at 2 per 
cent. interest, and to participate in lottery saving. On ordinary savings 
deposits 3 per cent. is paid. Many people in Germany, when hearing of these 
schemes, will no doubt be reminded of the “iron savings ”’ of the Nazi era 
that were blocked for the duration of the war. The paraphernalia of these 
so-called “‘ savings contracts ’’ 1s supposed to disguise the fact—obvious to 
all save the most economically illiterate—that what is being exacted is the 
quasi-compulsory state loan that is familiar in all Soviet-dominated countries. 
The East German Government is probably anxious to avoid the word “ loan ’’; 
the reason given for wiping out nearly all savings created before May 8, 1945, 
was that they had been invested in loans of the Nazi Government. 

The withholding of financial statistics about the East German economy 
entirely fails, therefore, as this article observed at the outset, to mask the 
extent of inflationary pressure. The progressive adoption of these drastic 
expedients of Soviet economic control tells its own story. But, in the circum- 
stances, some may wonder why the East German Government has not followed 
the example of, say, Rumania in launching another currency reform. The 
reason is probably that they would not hesitate to do so if they could be 
sure of a lasti- x result. However, when weighing up the psychological effect 
on the popmuuion against the real reduction of purchasing power that might 
be achieved, they decided against it—bearing in mind that surplus purchasing 
power persisted even after the drastic currency reform of 1948. This fact, 
commented upon at the time by Western observers, was later officially 
admitted. It appears that, at least in highly industrialized countries, the 
communists prefer devices to achieve a continuous skimming-off of pur- 
chasing power to the spectacular “‘ once-for-all’’ expedients. They assume, 
and no doubt rightly, that the shock effect of a major cancellation of pur- 
chasing power by a currency “‘ exchange’”’ is bound to react unfavourably 
upon the morale of the workers and therefore upon the productivity of labour. 
But it is still not inconceivable that events may force their hands. 
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Electronics and the Banks 
I—Could Computers Help ? 
By M. S. Goldring 


URING the past year or so, as an article in THE BANKER last month 
] )pointea out, the banks have unexpectedly reaped more from the advan- 

tages than from the disadvantages for them of the policy of tighter 
money. This relatively favourable conjuncture cannot be expected to persist 
for long, and meanwhile the apparently inexorable rise in banking costs goes 
on. If it is not to lead to ever-recurring increases in charges to the customer, 
new ways of reducing internal expenses will have to be found. The difficulty 
is to discover a method that has not already been pushed to its limits. Mechani- 
zation of routine operations has already to some extent offset the rise in salary 
costs, by increasing the volume of work that each employee can be expected 
to handle. But when accounting machinery has been installed, as it has 
throughout the greater part of the banking system, each major rise in costs 
calls for another round of mechanization. This cost-mechanization spiral has 
been going on in the banks for the past generation, until it is fast approaching 
a point where, with the accounting machines at present available, it has 
reached the limits compatible with current banking practice, though advance 
is still taking place in the application of further mechanical aids in handling 
cash and cheques. 

The main difficulty is that a bank must have a permanent and legible record 
of every transaction, and it has to be kept in a form that can be speedily 
understood and that the courts are prepared to accept. There is not only an 
overwhelmingly strong customary—and moral—obligation to provide the 
customer on demand with details of every operation on his account, but also 
a legal one to preserve an adequate record of all the transactions in which 
the bank is involved. Until a short time ago, the banks had been obliged to 
ignore one of the most promising developments in accounting, the use of 
electronic computers in place of mechanical adding machines, because the 
computers did not provide this record. But the design of such computers, 
and of much other electronic office machinery, is in its infancy. Development 
is so rapid that a re-assessment made now suggests that the banks might, 
after all, find in the immensely lively electronics industry a more satisfactory 
answer to many of their book-keeping problems than would have seemed 
possible even six months ago. 

The operations of the bank revolve around three documents—the “ state- 
ment ”’ that represents the customer's account, the cheque and the credit 
slip. The format of all three is hallowed by long usage, and that of the cheque 
is virtually sacrosanct. These slips of paper are handled over and over again 
in the ordinary routine of banking. When the cheque is passed over the 
counter, if for collection accompanied by a credit slip, four vital items of 
information are conveyed: the bank and branch on which the cheque is drawn, 
the accounts to be credited and debited, and the amount itself. The sum has 
to be entered as credit or debit for the customer’s account, and again on a 
second list as part of the total of the day’s transactions of the bank. If for 
collection, it is listed yet again at the clearing house and twice again when the 
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cheque reaches the branch that issued it. And on most occasions when the 
amount and any other relevant information, such as the name of the payee, 
are transcribed on to another sheet of paper, the medium used is a typewriting 
keyboard driven by human fingers. The arithmetic is meanwhile carried out 
and printed by the mechanical—or rather electro-mechanical (for these 
machines all run by electricity)—accounting machines. When the cheque 
itself goes to the clearing house, along with as many as 750,000 others, on a 
busy day, it is sorted by hand to find the branch on which it was drawn, while 
the sum upon it is separately listed and mechanically added by typewriting 
to make up the day's total. In some banks part of the process of recording for 
clearing purposes takes place by micro-photography, but this eliminates only 
one stage of repetitive listing, and sorting is still necessary. 

All through this routine the cheques, credit slips and account statements 
come in for a good deal of manual handling; and the amount of work that the 
operator can do is in theory as well as in practice limited by the speed at which 
human fingers can depress the keys on a keyboard. Mechanical accounting 
machines already do the work of the day’s postings at a speed that is fast 
enough for the typist, and in a form intelligible to machine operator and cus- 
tomer alike; it is the operator, not the machine, that sets the pace. This is 
at the root of the assumption that mechanization by these methods has about 
reached the limits compatible with current banking practice. 

The next stage of mechanization must clearly be to reduce the amount of 
manual work, whether sorting or “ typing ”’ that has to be done by the operator. 
Faced with the same kind of problem, industry turned over to the punch card 
technique, which makes for great speed in sorting and handling large numbers 
of separate items. If the banks, too, were prepared to transform their 
customers’ statements into punch cards, and their cheque forms into cardboard 
slips stiff enough to go through the sorting machines that “ read ’’ the infor- 
mation represented by the holes in the card, then completely mechanized 
account-posting and mechanized clearing might be a reality to-morrow. But 
apart altogether from the inconvenience of their size and weight, “‘ punch 
card cheques ’’ would raise a plethora of practical and legal difficulties. If 
the process was not carried to these lengths, but the information on the cheque 
were to be punched on to cards at the bank and a punch card account sheet 
duplicated by a typewritten one, most of the advantage of faster sorting and 
handling would be lost in the time taken to prepare and check the cards. 
Some of the international work of the banks is handled in this way, but only 
in this and other types of business where the original data are referred to several 
times does the punch card system pay. 

The earliest types of electronic computers also seemed to hold out no 
prospect of avoiding the limit set by the human element. The advantage that 
electronic computers possess over the mechanical type of standard adding 
machine is one of speed in calculation. Electrons travel so much faster than 
the cogs and wheels of electrically-driven mechanical apparatus that they can 
perform 10,000 simple sums a minute. The electrons are simply particles of 
atoms carrying a negative electric charge and travelling in streams through 
circuits controlled by a vacuum tube at a speed of fractions of a second. 
Properly ‘“‘ instructed ’’’—that is, properly controlled electronically—these 
electrons can be harnessed to perform calculations. The system reproduces 
fairly closely the principle of the electric circuits in the brain. The com- 
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puters were first designed for mathematical work on the atom bomb and 
were used for abstruse scientific calculations that would take weeks or months 
to work out by normal methods; the fact that several computers were designed 
to take their preliminary data from punch cards, which take some time to 
prepare, was not therefore a drawback. 

But these great speeds would be of no use in a bank, where the calculations 
to be done are very simple. There is no point in feeding one of these machines 
with a calculation that could be worked out in a few seconds by a human 
operator; any saving on those few seconds would be wiped out by the delays 
while the data from the cheque, credit slip or account statement were prepared for 
the machine to take over and while each answer was copied out on a typewriter, 

Now that builders of computers are beginning to take an interest in a 
wider, industrial market they are paying much more attention to these aspects. 
For this reason, their latest machines, such as one installed at Manchester 
University, ‘“‘ read ’’ data and print the answers on a magnetized metal tape 
in very much the same way as a teleprinter. As the tape winds through the 
computer, each calculation is recorded on it, so that when the tape emerges it 
carries a complete record of every step of the sum as well as the finished total. 
The usual practice is to make the computer do the same operation twice over, 
to get a double check on its accuracy and be certain that a faulty valve has 
not upset its mechanism. In fact, therefore, the tape carries a parallel dual 
record. This metal tape meets the first requirement in a bank accounting 
machine, a permanent record that can be interpreted by a trained operator 
or, for that matter, by a teleprinting machine. 
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ELECTRONICS AND THE BANKS _ 
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This goes some way towards removing one of the first obstacles in the way 
of the possible use of electronic computers in banking, but a teleprinter still 
does not work at anything approaching the speed of the computer; there will 
always be a delay while the tape is being “ translated ’’ by one or by a battery 
of teleprinters. The evolution of the computer has therefore been carried a 
stage further, with the development of a printing attachment that prints 
directly from the tape at the rate of two lines of 64 characters—each about 
one and a half times the width of a normal newspaper column—every second. 
This is still slower than the rate at which the computer works, but it is quicker 
and more legible than a teleprinter and incomparably faster than any key- 
board typing. And, with a little experience, the designers should be able to 
improve on these speeds. 

There is therefore reason to believe that electronic computers will soon 
be available that could help in banking, although, of course, considerable 
problems of cost and practical management will still lie in the way. These 
problems will be discussed in an article in a subsequent issue of THE BANKER. 
For the moment, all that needs to be said is that there is now some technical 
justification for speculation about how electronic computers might one day 
fit into the daily routine of banking. 

Part of the machines’ ability to do sums is derived from their possession 
of a “‘ memory ”’ that can store as many as 10,000 separate facts or instruc- 
tions and apply them as needed to the figures fed to it. This ““ memory ”’ is a 
delicately-balanced magnetic drum, round which the facts are stored, having 
been translated by the machine into the form of electric circuits. To take 
an illustration not specifically related to banking: in a big factory, the task 
of making up the weekly pay packets absorbs a substantial time, whereas 
with a computer of this kind, the work could be done in a matter of seconds. 
The memory drum is given data on the various scales of income tax allowances, 
the wage at which different rates of tax take effect, national insurance rates 
for different workers, any special club deductions, bonus, overtime rates and 
all the possible additions and deductions that need to be made to a man’s 
gross wages before the employer can work out the net amount of money that 
he should hand over. When these data have been stored, the operator need 
feed to the machine only the man’s gross wages, with overtime, and his tax code. 
The computer tests this against each item in its memory to see whether the 
man qualifies for deductions or relief on any count, and half a minute later 
gives the answer—in the number of notes and coins of each denomination 
needed for the pay packet. This is one of the applications of computers to 
industrial accounting now being seriously considered. 

Could something of the same sort be done in the banks, without any major 
change in banking practice ? The first step, in any branch that was big enough 
for the operation to become economic, would presumably be to use the 
memory drum to store details of each customer’s account, although at the 
Start of the day these would consist only of the total balances. For economy’s 
sake, as memory space is limited, each account would probably be identified 
by symbol rather than by name, and this would be translated by the computer 
into its own code language of noughts and ones. There would, however, be no 
need for the coding by holes that is the basis of the punch card system; indeed, 
the branch identification letters that banks use on their cheques is a good 
example of the type of coding that the machine could accept. As the cheque 














144 THE BANKER 

or credit was received, the account code and the amount would be given to 
the machine, which would adjust the account accordingly and incorporate 
the sum in the day’s totals (which it would be recording at the same time). 
At the end of the day, the machine would thus have recorded on metal tape 
the operations carried out on each customer's account, and the total of the 
day’s transactions. It would also have transferred all this information to a 
clearly printed and reasonably wide reel of paper. The next step would be 
to adjust the customer’s filed account statement. The easiest method might 
be to use those sections of the printed sheet bearing the transactions on that 
one account, but, in any case, it would be a matter of moments to run the 
information already on the account statement, plus the day’s additions, 
through the computer and the printer. 

The method of feeding the computer with information would be by tele- 
printer, which would probably have to be operated in the same way as the 
typewriter; the tape on the teleprinter can record data read to it aloud (as 
on a recording machine), but as a strong accent could be a possible source of 
error, the banks would do better—at first—to use the typewriting method. 
(If the sum of money on the cheque were also to be coded, then the computer 
could probably read all this information—photoelectrically—direct from the 
cheque without the need for an intermediate teleprinting operation, but this 
raises certain difficulties which will be examined more closely in the second 
article.) Very roughly, therefore, the method of “ electronic account posting ” 
would be as follows: The computer would carry in its memory the adjusted 
totals of each account and the means of identifying each one. The operator 
would type on to magnetic tape the identity (in code) of the account and then 
the sums to be debited or credited. It would make no difference to the computer 
whether this was done as the separate items came in or when the total for 
the day was complete. Within a matter of seconds, a printed answer would 
appear, showing each payment into and out of the account, together with the 
adjusted balance. With a little ingenuity, it might even be possible to print 
direct on to the account statement. 

This is the vision of those who believe that electronics have a réle to play 
in the future of banking. A subsequent article will face up to the practical 
problems of management and capital costs. 
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Trade under the Tourniquet 


HE year 1952 will stand out in history as the year in which Britain 
"T stances its blood-flow by applying the tourniquet of import restrictions. 

Nobody yet knows exactly what the outturn on the balance of pay- 
ments for 1952 was; all that the Chancellor has felt able to say so far is that 
balance was probably achieved in the second six months, following the 
unexpected surplus of £24 millions in the first six months. But even on this 
scanty evidence it seems clear that the improvement over 1951 (when there 
was a deficit of £461 millions) cannot have been much less than £500 millions. 
It may well have been more. 

It also seems fairly certain that about three-quarters of the improvement 
came in the visible account, and that the whole of this was due to a decline 
in the value of imports. The monthly trade returns issued by the Board of 
Trade are, of course, a notoriously inaccurate guide. They represent values 
reported to the customs authorities at the moment the goods pass through 
the ports—not at the moment when payments are made—and they include 
freight and insurance charges in the recorded figure for imports. But, for 
what they are worth, these figures show that the visible deficit fell by £410 
millions in 1952, thanks wholly to a saving of £422 millions in imports. In 
terms of 1951 prices the volume of imports seems to have fallen by some 
£325 millions (or 8 per cent.); the rest of the improvement was due to a saving 
of just under {100 millions from falling import prices and of nearly {150 
millions from rising export prices (which, in turn, very nearly offset a fall of 
just over £160 millions, in terms of I95I prices, in export volume). Although 
some part of the fall in imports was due to greater disinflationary pressure in 
Britain (and particularly to the impact of the more realistic credit policy on 
imporis for stock), it is clear from these figures that a large part of last year’s 
improvement sprang from application of the tourniquet, and another large 
part from the improvement in the terms of trade. 


WHERE THE PINCH WAS FELT 


The disadvantage of a tourniquet is, of course, that it can be only a tem- 
porary measure if paralysis is to be avoided. There is plenty of evidence 
that paralysis is already creeping into the arteries of British trade. The 
consequent complaints from the Continent and other foreign countries have 
been discussed in earlier articles in this issue, and there is no need to review 
here the wider implications for the Commonwealth’s “ plan ”’ for freer trade 
to which these complaints give rise. But it does seem worth while to review 
the statistical material available, and to examine in what areas and in what 
commodities trade under the tourniquet has felt the worst pinch. All the 
figures quoted henceforth in this article will be from the trade returns (with 
imports measured c.i.f.); for this reason they must be regarded as indicating 
broad trends rather than absolute magnitudes. 

As Table I shows, the £422 millions reduction in imports in 1952 was con- 
centrated mainly upon trade with countries outside both the dollar and 
sterling areas. Imports from O.E.E.C. countries fell by some {151 millions 
(or 15 per cent.) from the 1951 level; even the reduced rate of these imports 
in the second half of 1952 was still some 19 per cent. in value above the annual 
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rate for 1950, but—as European export prices rose quite substantially between 
1950 and 1952—it cannot be argued that Britain’s import restrictions in 1952 


merely blew off the froth of its inflated imports from Europe in 195I. 


These 


import cuts were far and away the main factor in reducing Britain’s visible 
deficit with O.E.E.C. countries by £173 millions to £162 millions in 1952. 
The increase of a mere 3 per cent. (or {22 millions) in total exports to O.E.E.C. 
countries occurred in a year in which an estimated {60 millions of re-exports 
of dollar commodities were sold to these countries under the short-lived 
commodity arbitrage experiment. 


TABLE I[ 


UNITED KINGDOM IMPORTS BY CURRENCY AREAS* 


(£ millions) 


1949 





Sterling Area 852 
Of which— 

Colonies 244 
Other 608 
Dollar Area .. a4 500 

O.E.E.C. Countries and 
Possessions a 530 
Rest of the World .. 386 
Total .. -+« 2095 


UNITED KINGDOM EXPORTS BY CURRENCY ARE 


[949 
Sterling Area 937 
Of which— 
Colonies 246 
Other 691 
Dollar Area .. - i74 
O.E.E.C. Countries and 
Possessions - 431 
Rest of the World .. 302 
Total .. 1,744 


1950 
1st 2nd 
Half Halt 
495 490 
156 164 
339 332 
240 259 
325 : 
162 229 
£225 1,32; 
TABLE II 


({ millions) 


1950 

ist 2nd 
Halt Half 
497 549 
12g 1 36 
308 413 
125 173 
295 304 
139 17O 
1,059 1,196 


This diversion of imports from O.E.E.C. 

















| rst 2nd Ist 2nd 
| Half Half Half Half 
| 722 679 718 719 
| 259 + ~=— 290 22 303 
| 463 389 | 396 416 
324 451 | 22 300 

485 5260 | 407 390 

325 403 | 295 171 
1,856 2,058 | 1,902 1,580 

AS* 
951 1952 

Ist 2nd Ist 2nd 

Half Half Half Half 

| 601 728 695 568 
| I57 Igo 207 208 
445 539 4QI 360 

177 160 183 189 

352 319 342 352 

174 135 209 153 

1,304 1,392 1,432 1,262 


* Owing to a slight change in classification (chiefly in respect of trade by parcel post) the 
figures for 1951 in these tables—which are the only detailed figures available—differ marginally 
from the latest information about trade movements which has been utilized in the text of the 


article. 


sources brought evident relief to the gold reserves in 1952, but the relief will 
inevitably be less marked in 1953. From now on successively smaller 


proportions of any surpluses with E.P.U. will bring in gold. 


If this trend 


continues, moreover, it is likely to lead to retaliatory import restrictions by 


European countries. 


Moreover, not all of this improvement in the United Kingdom’s balance 
with O.E.E.C. countries can be considered as a net gain to the sterling area's 
balance with “hard currency ”’ countries. 


There are two reasons for 


First, the commodities re-exported under the arbitrage experiment had, of 


this. 
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course, to be paid for in dollars (though the invisible earnings due to the deals 
increased the United Kingdom’s net earnings of gold). Secondly, it seems 
very probable that some of the United Kingdom’s demand for manufactured 
imports that was diverted from Western Europe found its way to dollar 
sources Of supply. Dollar imports of manufactured goods (which were not, 
of course, affected by the commodity arbitrage arrangements) rose by some 
23 per cent. during 1952, although total dollar imports fell by 7 per cent. to 
{722 millions. On the other side of the account, the 2 per cent. rise in dollar 
exports In 1952 seems to have been largely due to the enterprise of British 
manufacturers in finding new markets in Central and South America; exports 
to the United States and Canada were together slightly below the 1951 level. 
In all, the dollar trade deficit fell by some £78 millions to £350 millions for 
1952 as a whole; in the second half of 1952 it was down to only {111 millions. 


EFFECTS OF FALLING COMMODITY PRICES 


The most startling fall of all, however, was in Britain’s trade deficit with 
non-sterling countries outside both Europe and the dollar area. This deficit 
fell from £366 millions in 1951 to £87 millions in the first half of 1952 and to 
{17 millions in the second half of it. Imports from these countries were only 
about 64 per cent. of the 1951 level. This was due mainly to the considerable 
fall in commodity prices from their inflated 1951 levels; but as United Kingdom 
imports from these countries in the second half of 1952 were no less than 30 
per cent. below even their value in 1950, it is clear that there must have been 
substantial cuts in import volume as well. It is not surprising, therefore, 
that several of these countries—especially in southern South America—suffered 
from an acute shortage of sterling in the second half of 1952, and that United 
Kingdom exports to them fell in the second half of 1952 to nearly 15 per cent. 
below their 1951 value—and nearly 27 per cent. below their value during the 
first half of 1952. 

Imports from these countries consist largely of raw materials, and the fall 
in the prices of these materials since 1951 largely explains the reduction in 
the value of Britain’s imports from them. In view of this decline in the prices of 
primary products, it is remarkable that British imports from the overseas 
sterling area were actually greater in value in 1952 than in 1951—by some 3 
per cent. Imports from the independent sterling countries were nearly 2 per 
cent. lower by value, but the value of imports from the Colonies was about 
Io per cent. higher in 1952. Since United Kingdom exports to the independent 
members of the overseas sterling area fell by some 12 per cent. in value (and 
appreciably more by volume), it is clear that the favourable movement in the 
United Kingdom’s terms of trade vis-d-vis these countries made possible a 
considerable increase in its real income—and a corresponding diminution in 
theirs—in 1952. Exports to the colonial territories did, indeed, rise appre- 
ciably during 1952, to some 14 per cent. above the 1951 level; but it is some- 
what startling to find that, because of the simultaneous—and even larger— 
expansion of United Kingdom imports from these countries, the adverse trade 
balance with the colonial territories in 1952 was actually some £3 millions 
greater than during 1951. It is not yet known what changes occurred in the 
Sterling balances of Commonwealth countries during the second half of 1952, 
but the indications are that the disturbing increase in colonial lending to 
Britain may have continued at full spate. 
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The implications that emerge from this analysis of the direction of British 
trade in 1952 are not, therefore, as heartening as the bare figures—which show 
a reduction of £514 millions in the visible deficit with non-sterling countries 
and a deterioration of £104 millions in the visible surplus with sterling countries 
—might at first sight suggest. Of the £514 millions improvement with non- 
sterling countries, {262 millions was accounted for by the fall in the deficit 
with non-dollar and non-European countries, which are now having to slash 
their imports from Britain in consequence of their desperate sterling shortage; 
and {173 millions came from the reduction in the deficit with Western Europe, 
a reduction that was at least partly due to measures that probably cannot be 


TABLE III 
UNITED KINGDOM IMPORTS OF MAIN COMMODITY GROUPS 
BY CURRENCY AREAS 


(¢ millions) 


Dollar Area , Sterling Area 
1Q50 IQ5!I 1952 1950 IQ5I 1952 
Food, Drink and Tobacco 221 325 242 | Colonies .. 68 QI 108 
| Other - 333 379 445 
Raw Materials .. - 110 226 203 | Colonies .. 202 378 41! 
| Other ‘ 261 355 312 
Manufactures... - 144 222 273 | Colonies .. 49 79 82 
Other os 60 105 70 


().E.E.C. Countries and 





Possessions Rest of the World 
1Q50 IQ5! 1952 [950 1951 1952 
Food, Drink and Tobacco 244 323 255 79 180 164 
Raw Materials .. - 168 288 235 | 173 468 240 
Manufactures... . 242 395 305 60 79 62 


long maintained. The reduction in the surplus with sterling area countries 
was admittedly mainly due to a welcome reduction in the surplus with the 
inflation-ridden Dominions, but even here the Colonies—which are already 
lending quite enough to Britain—seem to have been induced to lend more. 


TRADE BY COMMODITY GROUPS 


What now of the effect of the tourniquet on the distribution of trade 
by commodities rather than by areas? There is perhaps not much that can 
be deduced from analysis of the pattern of imports. As Table III shows, the 
reductions ‘in United Kingdom imports from Western Europe were spread 
fairly evenly (in terms of value) over the three main commodity groups. The 
fall in dollar imports of “‘ food, drink and tobacco ” and raw materials (mostly 
the former) more than offset the rise in imports of dollar manufactured goods. 
Imports of foodstuffs from the sterling area showed a rise of some 18 per cent. 
over the 1951 value, and imports of sterling raw materials hardly fell at all in 
value; only manufactured goods (the smallest category by far) showed any 
appreciable percentage fall. By contrast, imports of raw materials from the 
“rest of the world ”’ fell heavily, whilst there were smaller reductions in the 
relatively unimportant classes of food and manufactured goods from this 
residual group of countries. 
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The export figures are more ominous. While total exports (including 
re-exports) fell by only £13 millions in the year, exports of British manu- 
factured goods alone fell by £41 millions (or 2 per cent.). As Table IV 
shows, by far the most notable decline was in the “ textile and clothing ”’ 
group—exports of which fell by nearly 30 per cent., or {156 millions. Exports 
of footwear fell by about 20 per cent. and of leather goods by some 23 per 
cent. Among quantitatively less important exports, rubber manufactures 
(other than tyres) fell by 28 per cent. and toys by 29 per cent. The fall in 
textile exports was, of course, especially marked in sterling markets. The 
Australian import cuts saw to that. In the second half of the year, indeed, 
textile exports to the independent overseas sterling countries were at less than 
half of their rate in 1951. But this decline, as Table IV shows, was partly 
ofiset by an expansion of textile exports to the colonial territories, which 


TABLE IV 
UNITED KINGDOM EXPORTS OF MANUFACTURED GOODS 
BY CURRENCY AREAS 


(£ millions) 


Dollar Area | Sterling Area 
1952 | 1952 
1950 1951 Ist 2nd 1950 1951 Ist end 
Half Half | Half Half 
Metal and Engineering | Colonies 120 146 89 95 
Products - a” I15 127 73 7% | Other .. 422 486 279 214 
Textiles and Clothing .. 64 82 29 35. Colonies 50 68 38 34 
| Other .. 162 227 77 49 
Other Manufactures .. 50 64 29 34 Colonies 50 76 43 52 
| Other .. 131 188 105 60 
O.E.E.C. Countries and 
Possessions | Rest of the World 
1952 1952 
1950 1951 Ist 2nd | 1950 1951 ist 2nd 
Half Half | Half Half 
Metal and Engineering 
Products - ” 253 2905 #169 165 | LO7 178 103 82 
Textiles and Clothing .. I00—=—s«~T15 39 40 | 26 46 24 16 
Other Manufactures .. gI 112 60 63 34 62 33 24 


towards the end of 1952 reached a monthly average nearly 10 per cent. above 
that of 1951. Whilst textile exports to other areas also fell appreciably from 
their 1951 level, textile exports to the dollar area and to O.E.E.C. countries 
showed an appreciable recovery in the final months of 1952. 

Most consumer goods other than textiles are included in Table IV under 
the generic heading ‘‘ other manufactures’’. Rather surprisingly, the total 
fall in this group in 1952 was less than 1 per cent. Although exports of these 
goods to the independent sterling countries were only about three-quarters of 
their 1951 level, increased exports to the Colonies almost offset this decline. 
Exports in this group to O.E.E.C. countries were also slightly above the 1951 
level, and in the second half of the year exports to the dollar area expanded too. 
_ The dominant feature of Britain’s export trade in 1952, however, was the 
increased importance of metal and engineering products. These products 
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accounted for only 37 per cent. of total British exports in 1937. Between 
1947 and 1951 they accounted for from 48 to 50 per cent. Last year they 
jumped to 53 per cent. Thus, the biggest increases in value in 1952 among 


the most important manufactured exports were shown by wires and cables | 


(37 per cent.), machine-tools (27 per cent.), finished iron and steel products 
(26 per cent.), locomotives and rolling-stock (25 per cent.), certain other types 
of machinery and other non-ferrous metals and manufactures. Commercial 
vehicles increased by 13 per cent., though exports of private cars fell by 
7 per cent. 

It is quite true that there was some flagging in demand for these metal 


and engineering products in the last half of the year, but the most notable | 


falls occurred in the less important markets. Throughout the whole of 1952, 
metal and engineering exports to the dollar area, Western Europe and the 
Colonies kept up above the 1951 rate; the fall in this category of exports below 
the 1951 rate in the second half of the year occurred only in exports to the 
Dominions and to the residual group “rest of the world’”’ (which mainly 
comprises the Middle-East and South American countries). Exports of metal 
and engineering products to the sterling area were some 7 per cent. in value 
above the 1951 level though some 2 per cent. below it in the second half of 
the year. Here, too, exports to the Colonies expanded, whilst those to the 
independent sterling countries fell to some 12 per cent. below the 1951 level 
in the second half of 1952. 

It would be unwise to draw sweeping conclusions about the future pattern 
of Britain’s export trade from the experience of a single year, and especially 
from one in which commerce was as distorted by physical restrictions as in 
1952. But two deductions do seem to stand out. First, last year saw the 
end of the easy markets created by excessive inflation abroad, and it is significant 
that the main impact came in the form of a fall in certain—but by no means 
all—types of British consumer goods exports. To some extent, the impact 
of import restrictions in former easy markets was countered last year by a 
more diligent search for alternative markets for consumer goods in new areas, 
such as the dollar markets of northern Latin America; it seems certain that, 
if consumer goods industries are to maintain their prosperity, this search will 
have to be extended and intensified. 

The second broad conclusion emerges from the fact that 53 per cent. of all 
British exports are now metal or engineering products, and that it was in the 
soft currency markets that the most notable flagging in demand for these 
was experienced in the second half of 1952. It is clear that if more resources 
were released from consumer goods industries to engineering, delivery dates of 
these capital goods exports could be brought down, and hard currency earnings 
from them substantially increased. There will be some who will argue that 
to increase the proportion of Britain’s exports represented by capital goods 
above 53 per cent. will lay this country wide open to catastrophe if depression 
returns. One answer to this is that it is by no means certain that—in a world 
permeated by Keynesian doctrines of contra-cyclical public works policies— 
capital goods will suffer more than consumer goods in any future slump. 
Another and more potent answer, however, is that it is simply silly for a 
drowning man in deep water to take out his almanac, speculate on possible 
future water flows, and come out with the conclusion that he should swim 
against the present tide. 
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Indonesia and Foreign Capital 


NDONESIA, which emerged from the last war as an independent nation, 
| safierea so severely from the Japanese occupation and its aftermath that 
it is inevitable that many foreign investors should now be trying to get as 
much of their capital out of the country as they can—and that the authorities 
there should be fighting a defensive battle to prevent them from doing so. 
Labour conditions are undeniably difficult, theft of crops is still rampant 
(though it is diminishing), and exchange control policy and practice give rise 
to much heartburn and many headaches. In these circumstances, there is an 
evident danger that foreign capital may fight shy of the new republic for some 
time to come. This would bea tragedy both for Indonesia, which badly needs 
foreign capital, and for the outside world, which badly needs many of the 
natural resources that Indonesia possesses in abundance. This therefore seems 
to be the right moment to discuss the difficulties that have beset the republic 
since its inception in December, 1949, and to give a factual account of the steps 
that the new authorities have taken to meet them. As with many new and 
inexperienced countries, criticism is all too easy to formulate; but to give 
way to it entirely is not the best mood in which to examine the very grave 
problems involved. 
Like most tropical countries of its nature, Indonesia is fundamentally an 
agricultural country, consisting of innumerable native smallholdings as well 


INDONESIA’S EXPORTS IN 1951 
Rp. millions As % of total exports 
Rubber - ea ‘4 ev - 2,379.4 50.1 
Petroleum... os ‘a xa - 633.4 13.3 
Copra .. we oie os a 4 438. 10.4 
co ae a - ks ‘4 A 308. 6.6 
re os si = ‘a 138. 3.0 
Palm-oil - 7 . i ou 125. 2, 
Tobacco We Ka - + ¥ 103. 
Others 7 i 7 ‘a i 1938.60 II. 


Win 6 mm W 


/ 
] 


4,676.0 100.0 


“~ 


as a number of large foreign-owned estates. Many of its industries are on a 
small scale and are in the hands of the Indonesian population, but industries 
involving large-scale factories are financed by foreign capital. Inevitably, 
however, many of the consumer and most of the capital goods it needs have 
to be brought in from abroad, in return for exports of primary products. 
Indonesia is, therefore, very susceptible to changes in world market prices of 
a few commodities, as the figures in the accompanying table show. 

At the time of the transfer of sovereignty in December, 1949, domestic 
prices had soared to fantastic heights, whilst agricultural land had been 
neglected or had deteriorated so that productive capacity was reduced. Partly 
in consequence of this the country was running a heavy external deficit; and 
it soon became obvious that the new Government would have to take drastic 
steps to reduce inflation, to encourage exports, to cut imports and to bring the 
external value of the rupiah more into line with its internal purchasing power. 
Its answer to this challenge, in March, 1952, was to cut back money in circula- 
tion and bank deposits by a swingeing currency reform, and to introduce price 
controls and the so-called ‘“‘ foreign exchange certificates ’’ system. 
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Under this system of exchange certificates exporters received twice the 
value in rupiahs of the foreign exchange they earned, while importers of 
essential goods had to pay three times the value in rupiahs of the foreign 
exchange they required; luxury imports were penalised still more stringently, 
since they could only be imported at five times the official rate of exchange, 
The net effect, therefore, of this system was a duty of roughly a third on all 
exports—in addition to the normal export duties (on an average, about 
8 per cent.). This was a great burden, especially on industries that 
had to be rehabilitated. These industries, which are mostly foreign-owned, 
received twice the official rate of exchange for their exports, but had to pay 
three times the exchange rate for goods needed for their rehabilitation, and 
for transfers abroad of dividends and profits. 

Shortly after these measures were introduced, export prides were appre- 
ciably increased as a result of the post-Korean commodity boom, and the 
trade balance began to show an export surplus. This, however, brought new 
problems in its train. Under the influence of the boom and of a persistent 
budget deficit, the money supply, which had been brought down to manageable 
proportions by the currency reform, began to rise out of hand again. It was 
at this point that the Indonesian Government decided to call in a deus ex 
machina. It invited Dr. Hjalmar Schacht, the German financier, to examine 
the situation and to recommend measures to achieve the Government’s aims. 


THE SCHACHT REPORT AND AFTER 

The Schacht Report was, on the whole, a surprisingly liberal and sensible 
document. Although Dr. Schacht was careful to sing the right song for his 
supper—by blaming the former rulers for existing difficulties and for the lack 
of technical knowledge and administrative experience of the Indonesians— 
he declared roundly that foreign economic and organizational assistance would 
be essential for some time to come. In particular he believed that Indonesians 
should concentrate first on internal trade and leave foreign trade, at least for 
the time being, to existing Dutch and other foreign interests. To this end, he 
urged equal treatment for foreign and Indonesian capital, and said that the 
Government's demand for 51 per cent. Indonesian participation in industrial 
and commercial ventures discouraged foreign capital. He saw no reason why 
public utilities and means of communication should be Government-owned, 
provided control was exercised through concessions and ordinances; in any 
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case, no nationalizations should be undertaken until sufficient Government 
funds were available to finance them. Instead, Dr. Schacht advocated the 
development of co-operative societies and the granting of credits to small 
farmers to increase agricultural production. As Indonesia lacked cotton and 
iron, the processing of home materials should be given priority and the con- 
struction of power plants and the development of technical education should 
be put in hand. The lack of co-operation between Government departments 
and the inadequate means of transport were also criticized, and Dr. Schacht 
called the low productivity of labour the greatest bottleneck in the Indonesian 
economy; a significant increase in the low standard of living could only be 
achieved by hard work on the part of the population. 

The report also faced up to the problems of operating a controlled economy 
ina young and inexperienced state. Dr. Schacht declared that a young country 
without capital should economize in its State expenditure; as there was no 
capital market in Indonesia, budget deficits could not easily be met and 
therefore a balanced budget should be the aim. In order to restrict smuggling, 
taxes on agricultural products should be levied at source and not at the point 
of export, and the Civil Service should be well-paid to prevent corruption. 
Finally, although the report stressed that exchange control was necessary to 
guard the balance of payments, it maintained that the system of control should 
be more flexible and should not subject individual import transactions to 
licence. In fact, Dr. Schacht recommended that the whole licensing system 
(which, as he recognized, gives rise to corruption) should be abolished or drasti- 
cally modified, and the foreign exchange certificates system scrapped. 

Following Dr. Schacht’s recommendations, the Indonesian Government 
introduced a new rate of exchange in February, 1951, which resulted in a 
depreciation of the rupiah to about one-third of its former value. This super- 
seded the system of multiple rates and foreign exchange certificates. The 
virtual export duty of 334 per cent. that arose from those certificates was 
replaced by a “ flexible ’’ system of so-called additional export duties, ranging 
up to 25 per cent. These duties are varied according to the state of the par- 
ticular industry and to the trend of world market prices, a system that would 
seem to promise vast administrative difficulties even in a country with a much 
more experienced bureaucracy than Indonesia has been able to set up. 

Unfortunately, too, these new regulations were_introduced in conditions 
much less favourable than the boom year of 1951. As a result of falling com- 
modity prices, the Indonesian terms of trade worsened rapidly in the early 
months of 1952, and the first half of that year ended with only a very small 
trade surplus; as the balance on invisible account is always heavily adverse 
(owing to profit transfers, shipping freights and so on) it may be assumed that 
there was already a sizable overall deficit in that half-year—and there are 
no real signs of recovery in export prices yet. Consequently, in August last, 
the Government had to announce new measures that reversed the trend towards 
liberalization. Under these measures, which are still in force, importers have 
to buy foreign exchange for any imports of semi-luxuries and luxuries at twice 
and three times the official exchange rate respectively ; indeed, some luxuries are 
bannedaltogether. In other words, so far as imports are concerned, anew system 
of multiple exchange rates has been introduced. In addition—despite Dr. 
Schacht’s recommendations—the import licensing system remains in force. 

Moreover, partly as a result of the setback in external trade, the Govern- 
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ment has not yet taken the action that Dr. Schacht recommended to stimulate 
foreign investment. Foreign capital in Indonesia still labours under six major 
disabilities. First, the existing regulations stipulate that new companies 
should be at least 51 per cent. Indonesian-owned; the Government is, however, 
examining its policy on this point and some announcement is expected in the 
near future. Secondly, despite some recent improvement (for which the 
Government deserves some commendation) the rule of law 1s still flouted in 
certain areas so that theft and destruction of crops add to the entrepreneur’s 
difficulties. Thirdly, there is a steep tax on profits, with a maximum of 52} 
per cent. Fourthly, high wages and welfare payments constitute a heavy 
burden. When commodity prices were high employers were willing to meet the 
widespread demands for higher wages and more liberal payments in kind, 
which were frequently backed by strike action; now that prices have sagged 
the burden has become heavier and some estates have had to close. 

Fifthly, regulations restrict the transfer of profits by all foreign-owned* 
companies—both estate companies and industrial enterprises. In principle 
transfers are allowed in respect of fiscal profits less Indonesian tax, and of 
depreciation charges up to 5 per cent. per annum of the original cost of the 
assets, but an exchange permit is required for each individual case. The 
Government has also laid down that the liquidity position of the company 
must limit the transfer of profits, and it has recently tightened its regulations 
on this point. For this purpose, “ liquidity ’’ now means cash in hand and at 
the bank, less current liabilities, whereas until July, 1952, it had meant the 
excess of all current assets (i.e. cash, book debts, goods in stock and quoted 
investments) over current liabilities. In other words, a company must now 
have the full amount available in cash to effect a transfer of profits, as well as 
sufficient cash to meet all its current liabilities. In order to comply with these 
regulations, companies are compelled to maintain large bank balances, and 
must therefore limit the quantity of goods in stock; this limitation of stocks 
is, of course, one of the objects of the system, for it reduces imports.and saves 
foreign exchange. Last, but not least, Indonesia’s foreign exchange position 
is the ultimate factor that governs any transfers at all. When there was a 
favourable trade balance, applications for permission to transfer were granted 
with notable expedition; but, as the trade position has worsened, the delay 
has grown longer—and foreign investors’ tempers have grown shorter. 

It would be idle to deny that this is a discouraging picture. But it is not 
altogether a hopeless one. The Indonesian Government is now actively 
examining how new foreign capital can be attracted, and it intends to formulate 
its attitude toward some of the existing regulations in the not too distant 
future. These modifications will have to be very substantial if the present 
flight of capital is to be stopped and changed into a stream of capital in.the 
opposite direction. And until the flow is reversed much of the great potential 
wealth of Indonesia may be stagnant. The Indonesian authorities will need 
to grasp this opportunity, and to forgive and forget the scars that past political 
difficulties have inflicted on their outlook towards the West; it is only by 
doing so that they can elevate their country to its rightful place as a prosperous 
and very important entity in South East Asia. As and if they do so, organs 
of public opinion in this country should be ready to urge foreign investors to 
forgive and forget some of their past scars, too. 


* «* Foreign-owned ’’, in this context, means ‘‘registered outside Indonesia ’’. 
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Banker »v. Trustee 
By Ernest W atkins 


(Cv there be a conflict between the duty of a banker as such and his duty 





when acting as trustee ? If so, which duty should have priority ? Officials 

of the trustee departments of the banks may be inclined to say, if they 
believe in parliamentary phraseology, that the second question does not arise 
because the answer to the first is in the negative. But consider the case of 
In Re Waterman’s Will Trusts : Lloyds Bank Ltd. v. Sutton and Others, reported 
in 1952 2 Times L.R. at page 877. 

3y her will, made in February, 1948, Mrs. Waterman appointed Lloyds 
Bank as her trustee and declared, in the usual form, that the bank should be 
remunerated as trustee “‘in accordance with the bank’s published terms in 
force at the date hereof’’ and that the bank might “ without accounting for 
any resulting profit ’’ act as banker to the estate on the same terms as would 
be made with a customer. Mrs. Waterman died about a month later and the 
bank duly proved her will in the following July. 

By 1951 the bank had converted the estate and held some {9,000 to £10,000 
incash. As the administration proceeded it became clear that, as is sometimes 
unfortunately the case, there was a gap between the testamentary wishes of 
the testatrix and the net amount available to meet them. The will came 
before the Court for the settlement of various questions of construction and 
it was during these proceedings that the Judge, Mr. Justice Harman, learnt 
that the bank had not invested the cash it held as trustee, save for a period 
when it had bought short-term securities yielding interest at the rate of one- 
half of one per cent. During 1951 the whole of the estate, in cash, had been 
held by the bank, on deposit terms. That he regarded as “ a startling state of 
affairs’. It was clear that the interest the estate would have earned had the 
cash been invested in trustee investments would not have been sufficient to 
avoid the need for some abatement of the bequests made by the will; but it 
was equally clear that the bank, as a banker, had made a profit out of the way 
in which it had acted as trustee. 

From the report of the case it is not unfair to say that Mr. Justice Harman 
was not at all happy about that state of affairs. No beneficiary, he said, had 
desired to attack the bank on the grounds that there had been a breach of 
trust in its failure to invest the capital; the form of those proceedings precluded 
any charge of that kind being made. But, Mr. Justice Harman went on, 
“... a paid trustee like a bank is expected to exercise a higher standard of 
diligence and knowledge than an unpaid trustee, and ...a bank . . . which 
advertises itself largely in the public Press as taking charge of administration 
is under a special duty... . If any private trustee having {9,000 of his bene- 
ficiaries’ money in his pocket chooses to place it on deposit in his own business, 
in other words, to lend it to himself, the Court will without hesitation charge 
him interest at five per cent., whether or not he has made a profit ” 
It therefore fell to be decided whether the bank’s customary remuneration 
clause in the will entitled it to retain for itself the profit it must have made 
out of the trust in its capacity as banker to the estate. 

Mr. Justice Harman found that the bank was entitled to retain that profit. 
The clause in the will entitled it to retain profits made from services rendered 
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on the same terms as would be made with a customer. All banks accept 
deposits of cash from customers and commonly pay a trifling rate of interest 
on them. All banks use that kind of money to earn higher rates of interest 
for themselves. If this bank had deposited the cash with another bank, the 
deposit would have earned no more interest than in fact had been earned in 
that case. Therefore, the Judge concluded, the form of words in the clause 
to that extent justified what the bank had done. 

So far so good. In the circumstances of this case, Lloyds Bank was not 
called upon to account for the hypothetical 43 per cent. interest that the 
fg,000 of Mrs. Waterman’s money in its possession was earning above the 
deposit interest credited to the account. But it is reasonably clear from the 
comments of Mr. Justice Harman that, had the beneficiaries attacked the 
bank directly for breach of trust in failing to invest to the best advantage, 
the result might have been otherwise. “I am not altogether satisfied "’, he 
said, ‘‘ when I find that in fact in the case of those who appoint Lloyds Bank 
Ltd. as their executors the only wisdom which they attract in general is the 
local bank manager|’s)’’. That comment cannot be said fairly to describe 
the normal practice of trust corporations, banking or otherwise, but it appears 
in the judgment in this case. 

It is clear, of course, that there may be some exceptional circumstances 
in which the beneficiaries of an estate may prefer that trust money should be 
kept on deposit, or on short call, in preference to its investment in longer- 
term securities, and that they may be better off in the end if they do. The 
purchase of most securities costs brokerage and stamp duty and subjects the 
capital to the risk of market depreciation. Equally, the beneficiaries may have 
considerable incomes already, and may be indifferent to, almost averse from, 
the receipt of an additional gross income which may in fact reduce their net 
receipts (parents receiving university educational grants for their children can 
be in that position). But these must be special cases. Usually it is to the 
beneficiaries’ advantage that the income should be more than $ per cent., 
and there are many avenues open to a trustee of securing a substantially 
higher yield than that (or, indeed, than the 2 per cent. now allowed on deposit 
account) without risk of capital loss. It is here that the conflict of interest 
arises. It is to the interest of a bank to attract deposits. It is generally to 
the interest of a beneficiary that his trust should earn more than the rate 
currently allowed on deposit account balances. In that case, is he wise to 
leave the trust with the trustee department of a bank ? Clearly not, if banking 
policy prevails—and especially when deposit allowances are very low, as they 
were during the relevant period in this case. 

The state of affairs commented on in Jn Re Waterman has not passed 
unnoticed in legal circles. The Law Times, for instance, says of the decision 
that it ‘“‘ should give much cause for thought both to trust corporations and 
their advisers, and also to those who propose to appoint a trust corporation 
as trustee’’. It concludes: ‘“‘ Since solicitors put their house so very much 
in order by means of the control exercised by the Law Society over its members, 
many, if not most, of the risks of employing solicitors as trustees have gone, 
and the slightly greater security offered by trust corporations may be purchased 
at too high a price if a lower standard of administration results ”’. 

There can be only one conclusion. Both professional men and the banks 
and insurance companies derive, and quite legitimately derive, some incidental 
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benefit from accepting the office of trustee. Solicitors and accountants charge 
for managing estates, insurance companies win new business from them and 
banks attract new customers as well as receiving payment for the work they 
do for the old. But all must put the estate and the financial interests of the 
beneficiaries above their own. A bank may feel it better to keep an estate 
liquid. It may feel it should advise the beneficiaries to keep the estate liquid. 
It may feel that it should put the pros and the cons of either course of action 
before the beneficiaries and let them decide. But those must be definite 
decisions. The more it appears that a course to be recommended by a bank 
as trustee would suit its interests as banker, the greater is the degree of care 
and thought that should be exercised before tendering such advice, and the 
greater the need to secure the specific concurrence of the beneficiaries, 





Irish Finances 1n 1952 
By G. A. Duncan 


(Professor of Political Economy, University of Dublin) 


T often happens that changes, even significant changes, in the economic 

milieu are slow and uncertain in translating themselves into the descriptive 

statistics of a banking system. The recent experiences of the Irish banking 
system (meaning all the banks having offices in the island, and including 
their operations outside the island) are a case in point. Globally, the events 
of the past eighteen months seem to have left little impress; in detail, however, 
interesting changes have occurred. 

On the one hand, the total of deposit and credit accounts, having reflected 
a moderate degree of disinflation in 1951 by shrinking from {£405 millions to 
£401 millions, rose again in 1952 to {410 millions; this was broadly similar 
to the experience of the London clearing banks. The total of Irish banks’ 
assets and liabilities also moved only marginally—from £455 millions to £460 
millions. Similarly, investments changed only slightly—from {£168 millions 
to {169 millions—and published profits were practically unchanged, at 
{1,444,000. This last figure makes a sorry comparison, from the shareholders’ 
point of view, with the published profit of £1,314,000 in 1938; after allowing 
for taxation and price changes the 1938 figure is the equivalent of at least £4 
millions in 1952. 

On the other hand, the composition of the banks’ assets other than invest- 
ments showed substantial changes in 1952. Liquid assets (i.e. cash, balances 
with London agents and money at call, but excluding Government bills) 
increased from £77 millions to £92 millions, while advances and bills discounted 
fell from {193 millions to £185 millions. It is not easy as yet to relate these 
figures to specific money-market operations, and especially to the successful 
flotation in the autumn of the 5 per cent. National Loan, 1962-72, of {£20 
millions. Government bills outstanding (£7.3 millions in September, 1952) 
were mopped up with the proceeds, and the banks’ “ liquid assets’ (on the 
Irish definition used above) temporarily increased. Throughout 1952 the 
currency inflation continued in the Republic; the paper circulation (including 
legal tender notes, consolidated bank notes and the proportion of old bank 
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notes deemed to be outstanding, but excluding Bank of England notes or ney 
notes of the banks operating in Northern Ireland) reached a new high of {61 
millions in September, 1952—an increase of over 10 per cent. on the year. 

These events have aroused an old controversy. It has long been a slogan 
of some Irish politicians that the deficiencies in the economy of the Irish 
Republic are due to a “ lack of investment ’’, which they attributed before 
the partition of 1921 to the malice or neglect of the British Government, and 
since then to the malice or neglect of the banks. In 1951 and 1952 the central 
bank has come increasingly under fire, because of its statutory obligation to 
hold its reserves in the form of securities of the Government of the United 
Kingdom. In 1952 the venom of these attacks was reinforced by the evidences 
of a trade recession (particularly clear in the textile trades, and not confined 
to the Republic). This recession was once again attributed by certain politicians 
to the deflationary machinations of the banks, instigated in the first instance 
by the Government, and at one remove by the “ money spider ”’ in London. 

The very favourable terms offered to subscribers to the 5 per cent. National 
Loan (distinctly better than current gilt-edged yields) were no doubt designed 
to induce subscribers to switch from “ foreign ’’ securities, and almost cer- 
tainly succeeded in doing so to a large extent; this will probably be reflected 
in later bank returns. The offer of higher interest rates is, of course, the right 
way in which to secure repatriation of savings—though many people will 
doubt whether a switch from foreign investment to the sort of domestic 
investment that the Government will carry out with these funds is going to 
add to the real industrial or agricultural capital of the country. But unfor- 
tunately last autumn’s issue was accompanied by a recrudescence of agitation 
for what is quite the wrong way of securing repatriation. The Minister for 
[Industry and Commerce has given his party’s support to the attacks on the 
banks by complaining in a public speech that the banks’ operations were 
organized in accordance with British and not Irish interests, and would have 
to be reformed, compulsorily if not voluntarily. While it is, naturally, difficult 
to read any real meaning into this kind of political statement, it indicates a 
weakening in Government resistance to backwoods lobbying; there is now a 
real risk of increased open or covert pressure on the banks to exchange their 
existing holdings of securities for advances within the Republic that they 
have hitherto considered too doubtful. It has never been substantiated that 
the banks in the Republic have refused any potential borrower except on the 
ordinary grounds of sound banking; and so, in effect, the principles of sound 
banking are being called in question, and with the authority of a Minister. 

Whether assets are called home by favourable public loans (it is worth 
noting in passing that one-third of a Dublin Corporation 5 per cent. stock 
floated at 98 in February, 1953, was left with the underwriters) or by pressure 
on the banks, the fundamental problem remains the same. If the proceeds 
are expended on some form of “ social investment ”’ (such as building subsidized 
houses), there will be a net inflationary effect, aggravated by a kind of multt 
plier effect if the favoured industries compete for labour with more fundamental 
industries, such as agriculture. If the proceeds are expended on “ industrial 
investment ”’, then the repatriation will only redound to the benefit of the 
Republic if the new production ultimately proves less costly than the present 
imports—that is to say, if it can compete with such imports on a free market 
(not merely on a tariff and quota-sheltered one). 
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The one cheering feature of the past year is that the balance of payments 
of the Republic seems to have improved considerably during 1952. Full 
data are not available as yet, but the trade figures, in which imports are 
valued inclusive of freight and insurance, show that a visible deficit of {123 
millions in 1951 was reduced to one of £71 millions in 1952. This improvement 
of {52 millions in the trade balance was due mainly to a fall of £32 millions 
(to £172 millions) in imports; as import prices were little changed this almost 
entirely reflected a fall in import volume. Exports and re-exports rose by 
{20 millions to £102 millions in the year; this rise, too, was mainly due to 
a change in volume—a rise of some 21 per cent. over the 1951 level, which 
was itself no higher than that of 1938. For the first time since 1945, therefore, 
the volume of the Republic’s exports rose above the pre-war level. 


The increases in the volume of some agricultural exports were especially 
encouraging. Exports of bacon and hams and of store sheep were much more 
than doubled, while exports of raw wool, tinned beef, and beef and veal all 
rose by more than 50 per cent. Provisional figures indicate that another 
helpful factor was an improvement of about 3 per cent. in the Republic’s 
terms of trade during 1952. While import prices fell slightly—the big fall in 
raw material prices offsetting the slight rise in those of manufactured imports 
—export prices (predominantly foodstuffs) rose by an average of over 2 per 
cent. Ireland is thus unique among the sterling countries in having benefited 
both from the cheaper raw materials and from the rising food prices in 1952. 


In all, £34 millions of the improvement of £52 millions in the Republic’s 
visible trade deficit took place in trade with the sterling area; of this, {14 
millions was due to lower imports (£6 millions less being imported from Great 
Britain) and as much as {19 millions was due to higher exports (exports to 
Britain increasing by £16 millions). On the other hand, the improvement in 
the visible balance with the non-sterling world was due mainly to lower imports. 
The visible deficit with the dollar area fell by £6 millions to £29 millions, 
owing wholly to a fall in dollar imports (to £33 millions); whilst a fall 
of {7 millions in imports from O.E.E.C. countries was accompanied by a 
rise of only £1 million in exports to them. The trade deficit with the rest of 
the world fell by £5 millions—once again almost entirely because of a reduction 
in imports. In Ireland, as in other sterling countries, the improvement of 
the balance of trade with the non-sterling world has, therefore, been primarily 
by means of restrictions upon imports. 

Partly, at least, because of this improvement in the balance of trade there 
was an increase of the overseas assets of the banking system (including those 
of the central bank) up to September, 1952 (when the National Loan was 
floated). But this reversal of the earlier trend in overseas assets was only to 
be expected after a year of such grave crisis as 1951. With costs and wages 
still rising, production stagnating, and calls for protection of local industry 
mounting in volume, Ireland has still grave economic problems to solve. 

In the face of these various difficulties, it is not surprising that, in the 
Republic, as in the United Kingdom, Ministers have been repeatedly emphasi- 
zing the fact that the final problem is one of production. There are special 
reasons for such emphasis at this time. The trade recession of last year has 
eaten into taxable incomes, and all the indications are that the Minister for 
Finance is going to have a difficult time with his next Budget. 
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New Life Business Rises Again 
By A Special Correspondent 


of £740 millions of new “ ordinary ”’ life assurance, would mark the peak 
of the post-war boom; and this still looked probable even as recently as 
last summer. But in fact the total for 1952 has comfortably surpassed the 
previous year’s: net new sums assured by the 59 offices whose figures are 
given on page 164 totalled £729.7 millions, compared with {705.8 millions in 
1951 and {592.0 millions in 1950. Nearly 95 per cent. of the total new business 
in 1950 (the latest year for which comprehensive returns are available) was 
transacted by these offices. The post-war trend is shown by the following 
indices (which are based on Board of Trade returns up to 1950 and on estimates 
thereafter) : 
1935 1945 1946 1947 1945 1949 1950 1951 1952 
100 80.4 162.3 200.6 206.1 211.3 232.9 275.0 284.0 
The rate of expansion, it will be seen, slowed down last year to only 3 per cent., 
compared with 18 per cent. in I9g5I. 

As many as one-third of the offices listed on page 164 experienced a decline 
in new business 1n 1952. The unevenness of the results of the different offices 
no doubt stems from the increasing difficulty of selling life assurance. In 
1951 the industrial-cum-ordinary group of offices (which transacts an important 
volume of ordinary life assurance new business) succeeded in arresting the 
decline in new business that had been going on since 1948; but the downward 
trend was resumed last year. 

So far as can be judged from the information yet available, the recovery 
achieved in 1951 in new industrial life business made further headway last year. 
Net new sums assured have, however, shown a disappointingly small expansion 
since pre-war days. In 1938 they totalled {£220 millions, but even at the 
post-war peak (1947) they were less than one-third above that figure, at £287 
millions, and they dropped back to {232.5 millions by 1950. The 1951 figure 
—the latest available—was {£255 millions, and although 14 assurance con- 
panies and 118 friendly societies contributed to it, over 90 per cent. of the 
business was secured by eight companies and two friendly societies.* Indus- 
trial life assurance funds have increased during recent years by about {40 
millions per annum—an expansion that contrasts with the results of the 
National Savings Movement, which caters mainly for the same income groups. 


7 ege- months ago it seemed likely that the year 1951, with its total 


IMPORTANCE OF ‘“‘ SCHEME ”’ BUSINESS 


The mainstay of the post-war boom in ordinary life assurance business— 
at any rate since 1947, when the backlog of “‘ individual ’’ new business of the 
war years was overtaken—has, of course, been the buoyancy of ‘ scheme” 
business, that is, life assurance under an employer’s scheme, usually, but not 
necessarily, associated with a pension scheme. These contracts may take the 
form of individual or group policies. Statistics published by the Life Offices 
Association and the Associated Scottish Life Offices show that at the end of 
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* The Britannic, Co-operative, London & Manchester, Pearl, Prudential, Refuge, Roya 
London Mutual and Wesleyan & General; and the Liverpool Victoria and the Royal Liver. 
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1951 group life assurances and group endowment assurances in force (in 
offices accounting for about 98 per cent. of the ordinary life business in this 
country) amounted to {532.6 millions, or 10 per cent. of the {5,010.6 millions 
of ordinary life assurances then in force. Incomplete figures show that a 
further £239 millions (or 5 per cent. of the total) represented “ scheme ”’ 
business secured by individual policies. New assurances in 1951 under group 
staff schemes totalled £135.5 millions, whilst a further {78.2 millions was 
assured under individual scheme policies. 

Scheme business, therefore, accounted for about 30 per cent. of the total 
new ordinary life assurance business in 1951, and there is little doubt that the 
proportion was even larger in 1952. From the information so far available 
it seems, however, that (as in the new business as a whole) the rate of increase 
has slowed down. As in previous years, the largest increases In new sums 
assured were achieved by those offices that underwrite a substantial volume 
of scheme business that includes ‘“‘ top hat ’”’ policies. The market for such 
policies is keenly competitive, and in order to attract a large amount of business 
it is necessary to quote fine rates of premium. However, as sums assured 
under ‘‘ top hat ”’ policies are usually large, the considerable saving in adminis- 
tration costs per unit of sum assured justifies a not inconsiderable paring of 
the rate that would be charged for a similar policy of small amount (say, £500). 

It should be emphasized that the overseas business represents an appre- 
ciable and growing part of the new “ ordinary ”’ life business of the United 
Kingdom offices. In 1951 it totalled £95 millions, or 13.1 per cent. of total 
new sums assured, according to the life offices’ associations. Official returns 
for earlier years show ratios of 12.1 per cent. for 1950, 12.3 per cent. for 1949 
and 10.8 per cent. for 1948. The Prudential is expanding its overseas business 
with particular vigour. Out of the provisional total of {100 millions for its 
new ordinary sums assured during 1952 (excluding group business, which 
amounted in 1951 to {9.1 millions), as much as {42 millions was on overseas 
account. In 1950 the Prudential accounted for 42 per cent. of the total assur- 
ances written abroad by insurance companies registered in the United Kingdom 
—most of it in the Republic of Ireland and the Commonwealth countries. 


SPECIAL TYPES OF POLICIES 


During the post-war years a substantial volume of “ individual ”’’ new 
business has comprised endowment policies in connection with house-purchase 
loans made by the insurance companies or by building societies. House- 
purchase policies have probably been relatively more important to the 
industrial-cum-ordinary group of offices than to the others; the sharp fall in 
the 1952 new business of the Co-operative and the Royal London Mutual 
emphasizes this point. In addition to endowment assurances arranged to 
provide repayment of the loan (which remains at its original amount through- 
out) on maturity or the prior death of the life assured, a large number of 
“ decreasing-term ”’ policies are taken out to cover building society loans. 
These policies are usually at single premiums which are added to the loan; the 
sum assured decreases in step with the repayments of principal to the building 
society, 

_ Policies issued under the Married Women’s Property Act, 1882 (and the 
similar Act applicable to Scotland) have continued to prove attractive, and 
there has been a substantial flow of proposals for such policies, usually for 
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large sums assured. The old maxim that life assurance is effected by everyone 
except the rich has by now lost a great deal of its force. Those who still possess 
considerable fortunes are attracted by the fact that such policies, provided 
they are suitably worded, minimize the impact of estate duty (moneys payable 
under them not being aggregable with the rest of the estate for purposes of 
estate duty). In the same way, those with substantial gross incomes see in 
‘top hat ”’ policies an attractive way of reducing income taxation (the terms 
of these policies, and of the scheme under which they are issued, must be 
approved beforehand by the Inland Reventie). The extent to which people of 
moderate means are still effecting ordinary life assurance policies without some 
specific object in view—such as house purchase, the provision of a pension, 
safeguarding a child’s education or in order to meet some other lhability— 
cannot be estimated closely. The sluggishness of new industrial life assurance 
since 1948 however, a pointer to the probable trend of the demand for 
unhypothecated ordinary life policiles—which a few decades ago accounted 
for virtually the whole of this new business. The trend is probably still slightly 
upwards, but it is lagging well behind the rate of increase of new ordinary life 
assurance business as a whole, and that of disposable personal incomes. 





GROWTH OF ANNUITY BUSINESS 
An article in last December’s issue of THE BANKER discussed the rapidly 
growing importance of annuity business to the life offices. Staff pension 

















































































































U Fe i O RR Re A ey K UNION DE BANQUES SUISSES 
SCHWEIZERISCHE BANKGESELLSCHAFT O - fy W | T Z E a“ L A RY HD 
Head Office : 45 Bahnhofstrasse, Zurich 
STATEMENT OF ACCOUNT AT 3ist DECEMBER 
1952 1951 
LIABILITIES: Sw.Frs. Sw.Frs. 
Balances of other Banks and Bankers a on = 261,816,602 263,206,749 
oes ee ie ‘a - J. - .. 1,364,549,195 1 co a¥ 8 146 
Fixed Deposits . e° 7 ii 5a 26 143,840,8 5 30,614,900 
Short term Liabilities ons - mm - as 11,074,441 8,643,970 
Drafts and Acceptances... ~ - - - 2,729,213 3,865,960 
Other Liabilities .. - - Se aa - 15,450,975 21,220,311 
Capital, fully paid .. a - i si bs 80,000, 80,006 
Reserves ii ¥ ae - - 7 ad 60,000,000 55,000,000 
Dividends. - - - - i 6,400,0( 5,800,000 
Balance carried forward... -_ “ 2 <a 2,635,049 914,246 
Total Liabilities 1,948,496,300 1,863,864,282 
ASSETS: 
Cash on hand and with Swiss National Bank 232,681,208 244,561,502 
oupons 3,662,730 2,694.080 
Balances with other Banks « and Bankers 227,048,538 192,438,938 
Bills Receivable _ ; i 530,230,002 489,757,876 
oans : 15 ,510,336 
Advances and Loans - 7” vt mm 726, 064, 655 708,549,228 
Mortgages... ae ei ms 32.47 9, 599 30,081,247 
Securities and Permanent Participations - i 170,096 077 173,009,648 
Interest in Syndicates a = Rs 748, 000 673,200 
Bank Premises and other Real Estate a oe a 12,000.000 13,000,000 
Other Assets ne ape a ae = aos 8,572,476 4,588,227 
Total Assets .. “ és oe ..  1,948,486,3C0 1,863,864,282 
CABLE ADDRESS FOR ZURICH HEAD OFFICE AND BRANCHES THROUGHOUT SWITZERLAND: BANKUNION 
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schemes have within twenty years transformed what was once a sideline into 
the most important branch of business for some offices and one of very con- 
siderable importance for many others. The associations’ statistics, covering 
75 offices transacting ordinary life assurance business in the United Kingdom, 
show that no less than 65 of them transact scheme business by individual 
policies; a smaller number write this type of business on a group basis. Some 
{48 millions (or 21.1 per cent.) of the total annual premium income of these 
offices in 1951 was under deferred annuity contracts. In contrast, the total 
received for immediate life annuities and for the popular “ split ’ annuities 
(where only the interest content is subject to income tax during the annuity- 
certain period) has in recent years been about {25 millions. Deferred annuity 
business, mostly in connection with staff pension schemes, no doubt expanded 
further both relatively and absolutely last year. 

The remarkable growth in annuity business since the war has raised new 
problems for the life offices. One problem is the investment of the very large 
annual accretion to the funds in such a way that the risk of losses from changes 
in the rate of interest 1s minimized. It is assumed in the calculation of life 
and annuity premiums that a given rate of interest will be earned on the 
invested reserves over a long term of years—‘‘ scheme ” pension business, 
indeed, represents the longest term contracts issued by the offices. A fall in 
the rate of interest may be even more damaging to them than a rise, unless 
sufficent capital appreciation is secured to offset any shortfall between the 
rate of interest earned thereafter and that assumed in calculating the premiums. 
There is also the risk that the mortality experienced by the new type of 
annuitant (the traditional purchasers of annuities are retired people, who 
have for many years exhibited remarkably light rates of mortality relative to 
the general population) may prove lighter than that assumed in the calculation 
of the premiums now being charged for pensions under staff schemes. This 
risk, however, lies in the future. Annuity premiums are at present based on 
the out-of-date annuitants’ mortality tables derived from the experience of 
the offices with self-selected annuitants. New mortality tables that are about 
to be published will show that, whilst the mortality of female annuitants has 
diminished steadily, that of males has not declined at all at the older ages. It 
seems reasonable to expect that, unless medical science discovers a way to 
prolong the span of life, pensioners under staff schemes will not enjoy the 
same longevity as those who purchase immediate annuities—often with the 
whole of their life savings—and have every incentive to exercise the maximum 
of selection against the offices. The best hedge for the offices is to transact 
scheme pension business on a participating basis. The Prudential started 
transacting participating group pension business in this country in 1951, 
but has so far written only a relatively modest amount. 

Non-profit life policies retain their popularity, though participating policies 
continue to show considerably more satisfactory results for the assured over 
the whole term of the contract—particularly in the specialist life offices. During 
the past twelve months most of the offices have reduced the rates of premium 
charged for non-profit policies, and announcements of reductions are still 
appearing. In addition, nearly all the offices have increased the rate of annuity 
offered for a given purchase price. Very few changes have been made in the 
tates of premium charged for with-profit policies; the higher profits now being 
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NEW ORDINARY LIFE ASSURANCE: NET SUMS ASSURED 
Change in 1952 
1938 I195I 1952 Increases Decreases 
£000's £000's £000's £000's £000's 
Alliance 4,205 7 794 7,900* 126 — 
Atlas 4,043 5,042 6,378 730 — 
Beacon .. 1,291 3,344 3.937 593 — 
Britannic 3,423 8,415 8,212 — 203 
Caledonian 2,103 3,019 2,990* — 29 
Clerical, Medical and General 2,733 5,044 6,500* 856 —- 
Colonial Mutual (U.K. only).. 2,786 8,832 8,087 -—— 145 
Confederation Life (U.K. only) 1,475 5,178 37 50* - 1,428 
Commercial Union 5,991 16,664 17,276 612 — 
Co-operative 275 23,970 16,500 — 7,470 
Crusader 691 2,188 2,028 — 160 
Eagle Star 10,313 50,618 54,261 3,643 — 
Equitable 2,029 4,521 4,030* 109 — 
Equity and Law om - 3,513 6,039 6,72 O84 — 
Friends’ Provident and Century 2,055 15,673 14,844 -— 829 
General Life 2,611 4,054 4,029 — 25 
Gresham Life _— 10,600 10,000* — 600 
Guardian , 1,719 9,886 9,008 —- 878 
Law Union and Roc ko 3,106 4,042 4,057 615 — 
Legal and General 16,565 71,123 71,663 540 a 
Life Association of Scotland . 1,721 2,051 1,958 — 93 
Liverpool and London and Globe 2,851 7,209 7,409 140 — 
Liverpool Victoria 3,572 7,271 7,057 — 214 
London and Scottish 1,588 2,043 2,540 497 — 
London Assurance 2,679 6,024 6,049 2 -— 
London Life .. 7 pa 2,701 2,477 2,806 329 — 
Manufacturers’ Life (U.K. only) 1,105 5,817 6,429 612 — 
Marine and General ;, 504 1,969 2,107 138 — 
Mercantile and General Reinsurance 841 8,749 10,000* 1,251 _- 
Midland Employers’ -— 1,312 1,227 — 85 
National and Colonial 241 858 I,150* 292 — 
National Farmers 676 5,007 5,039 32 — 
National Mutual 1,082 2,012 1,834 —- 178 
National Provident , 2,047 4,962 5,020* 58 — 
North British and Mercantile 5,327 10,447 I 3,700* 3,253 — 
Northern 1,781 7,385 10,523 3,138 — 
Norwich Union Life 11,756 44,179 47,000* 2,821 — 
Pearl 8,231 18,827 19,829 1,002 —- 
Phoenix 4,907 6,517 6,550 33 — 
Provident Association of London 2,06¢G 8,237 9,150* 913 — 
Provident Mutual 3,287 4,690 5,250* 560 — 
Prudential 31,763 98,500F 100,000*f 1,500 — 
Refuge .. 7,895 12,443 13,500* 1,057 — 
Roy al 5.177 10,663 12,010 1,347 — 
Royal E xchange 4,359 5,542 6,122 580 
Royal London. 5,526 9,087 7,216 — 1,571 
Scottish Amicable 2,131 10,12 9,912 — 15 
Scottish Equitable 1,836 4,342 4,048 ~— 294 
Scottish Life 2,317 4,175 4,305 190 — 
Scottish Mutual 1,575 2,733 om — 209 
Scottish Provident 3,159 7.272 7,691 319 oe 
Scottish Union and National _ 2,539 4,974 5,093 119 _ 
Scottish Widows’ 5,241 14,007 15,400 1,393 — 
Standard 6,466 28,851 34,028 5,177 one 
Sun Life 21,660 41,131 43,043 1,912 one 
United Kingdom Provident . 5,116 7,003 7,276 273 wee 
University Life 340 986 1,012 26 wn 
Wesleyan and General 1,498 3,796 3,508 — 288 
Yorkshire 3,030 14,788 16,400* 1,612 mer 
49,056 705,849 729,748 39,113 15,214 
~~ 
+ 23,899 


* Approximation. 











+ Excluding new group life assurance, amounting to {9.1 millions in 195! 
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earned by the life offices (to whom the net rate of interest earned on their 
accumulated fund is the principal source of profit) have been reflected instead 
in higher rates of bonus. The average net yield on the funds of the leading 
offices was £3 13s. 8d. per cent. in 1951 compared with £3 Ios. od. per cent. 
in 1950. It will undoubtedly show a further significant increase in 1952 and 
again in 1953, unless there is an appreciable fall in the rate of interest during 
the remainder of this year. 

Expenses have been increasing steadily under the impact of rising prices in 
general and higher salaries in particular ; these are by far the most important 
single item of expense for the life offices. The big flow of new business—which 
is much more expensive to handle than the running contracts on the books— 
has also contributed to higher costs. Up to the end of 1950 it proved possible 
to expand premium incomes sufficiently to keep pace with this pressure of 
costs; thus the average expense ratio (the proportion of the total premium 
income absorbed in the expenses of management and commission paid to 
agents) fell continuously from the post-war peak of 15.4 per cent. in 1947 to 
14.3 per cent. in 1950. In 1951 the ratio increased slightly, to 14.7 per cent., 
and it is probable that there was a further rise in 1952. Some offices, however, 
notably those that are writing a substantial volume of staff scheme business 
(upon which a much lower rate of initial commission is payable than on life 
policies), have been able to show a continuously declining expense ratio. The 
new scales of premiums announced in recent months nearly all offer specially 
attractive terms for large policies; administrative costs naturally do not rise 
pro vata with the size of the policy. 

It is too soon yet to gauge the effect on the life offices of the further fall in 
security values in 1952. Last year’s depreciation may be put at perhaps 2 
per cent. of the total assets (valued at the prices ruling on December 31, 1951). 
Under the provisions of the Assurance Companies Act, 1909, life offices are 
under no obligation to disclose any shortfall between the aggregate book and 
market values except when they make their periodical valuation of liabilities 
(at intervals of not more than five years). Some offices were able to report 
that the market values of their securities at the end of 1951 were still in excess 
of the book values; others disclosed net depreciation of varying severity, 
which depended to a considerable extent on the rate of growth of the funds 
during the era of exceptionally low interest rates. Most of the offices adjusted 
their actuarial valuation bases by assuming that a higher rate of interest would 
be earned in the future; they thereby released sufficient reserves to cover 
fully any shortfall between the book and market values of their assets; similar 
problems arising at the end of 1952 will no doubt be dealt with in the same 
manner. 

Just as the volume of “ individual ’’ new business in 1952 was considerably 
affected by the mild recession of trade in the middle of the year and responded to 
the recovery in the later months, so this year it will probably be sensitive to 
the degree of inflation of spending power that Mr. Butler allows to persist. 
Moreover, a setback in industrial profits on a broad front could sharply retard 
the rate of growth of scheme business—and could even lead to the postpone- 
ment or discontinuance of some schemes. In a buyer’s market, the cost of a 
nt scheme cannot automatically be added to the selling price of the 
product. 














166 F THE BANKER 





International Banking Review * 


Australia 
VIDENCE of a slowing down of the Australian wage-price spiral, which 
has been one of the major causes of the serious inflation of Australian costs 
in recent years, has been provided by the results of the Arbitration Court’s 
quarterly review of basic wage rates. For the first time in any quarterly revision 
since 1947, the average basic wage for the six capital cities was left unchanged 
at {A Ir IIs. weekly. 
Austria 


The General Council of the Austrian National Bank has announced a reduction 
in its discount rates for bills of exchange, warrants and securities from 6 per cent. 
to 5} percent. The Council stated that the reduction in Bank Rate was intended 
to promote economic development by lowering the cost of credit. 

A group of Swiss banks comprising the Swiss Bank Corporation, the Crédit 
Suisse and the Union Bank of Switzerland have granted a credit of 36 million 
Swiss francs to the Creditanstalt Vienna. The money is to be used to modernize 
the Austrian telephone system. This is the first private credit that Austria has 
received since the end of the war. Repayment is to be effected in six years; the 
rate of interest is 43 per cent.; and the loan is guaranteed as to payment of both 
interest and capital by the Austrian State. 


Canada 


The Minister of Finance, Mr. Abbott, has announced an important change in 
the procedure for the issue of Treasury bills. Since 1945, the practice has been 
to call for tenders each quarter on six issues of gI-day bills totalling $75 millions 
per issue, which has meant that the total outstanding remained constant at 
$450 millions. For the period of 13 weeks starting at the end of January, tenders 
are to be called weekly on $50 millions of Treasury bills, of which $40 millions 
will be g1-day bills, $5 millions 182-day bills and $5 millions 273-day bills. In 
consequence, by the end of April the total outstanding will have increased by 
$200 millions to $650 millions. Starting at the end of April, it is intended to 
reduce the total amount of bills offered at the weekly tenders to $40 millions, of 
which $35 millions will be g1-day bills and $5 millions 273-day bills. This will 
maintain the total outstanding at any time at $650 millions. The funds derived 
from the addition of $200 millions to the total bill issue will be used to retire 
$200 millions of six-month deposit certificates now held by the chartered banks. 

There was a surplus of $325 millions in foreign trade in 1952, the highest for 
four years. In the previous year imports had exceeded exports. In 1952, 
imports totalled $4,031 millions compared with $4,085 millions in the previous 
year, and exports $4,356 millions compared with $3,963 millions. 

The Senate has approved a private Bill seeking incorporation of the Chartered 
Bank of the Netherlands. Senator Hugessen stated that the new bank would 
open offices at Montreal and Vancouver and later at Toronto. The Nationale 
Handelsbank N.V. Amsterdam would subscribe $1 million of capital and another 
$500,000 would be raised in Canada. 


Ceylon 
The Minister for Trade and Commerce, Mr. Richard Senanayake, has asserted 
that foreign-owned banks—mainly British—were inclined to assist only foreign- 








* Other current international banking news is discussed in ‘‘A Banker’s Diary ’’, on pages 117-122. 
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owned “‘ big business’ in Ceylon. He suggested that the answer to this would 
be for nationals of Ceylon to withdraw their investments from foreign-owned 
banks and re-invest them in domestic banks. 


Chile 

Under a new Government decree, the President has been given extraordinary 
powers to combat inflation, reorganize public administration, and to enforce strict 
economy in expenditure. 

Exchange arrangements for 1953 provide for the establishment of only two 
preferential rates of exchange. The first rate, of 31 pesos to the U.S. dollar, will 
apply to imports of raw sugar and to payments in respect of some governmental 
obligations. The second rate of 60 pesos to the dollar will apply to imports of 
essential raw materials. Exchange transactions arising from non-essential 
imports will be made at a new rate which is expected to fluctuate around 120 pesos 
to the dollar. The import of luxury goods will be effected against gold, dollars 
or commercial certificates issued by the fiscal authorities in exchange for the 
delivery of gold of Chilean origin. Imports of motor cars are still prohibited. 


Denmark 


The Foreign Exchange Control has announced that in future tourist allowances 
of up to Kr. 2,000 will be granted for travel to all countries except the United 
States. Tourist allowances for the United States will continue to be granted 
only on special application. Previously, Kr. 2,000 was granted for visits to 
Britain and Scandinavian countries, but the maximum for visits to other countries 
was Kr. 750. The increased allowances are stated to be the outcome of the 
marked turn for the better in Denmark’s foreign exchange position. 


Egypt 

To stimulate tourist receipts, the Government has revised currency and visa 
requirements. In future tourists will be allowed to enter the country with foreign 
currency provided they declare the amounts at the port of arrival. Various 
banks and money exchange agents are to establish branches at all major airports 
and seaports, and bank representatives will board ships and visit hotels to 
facilitate the exchange of currency. 

In an effort to bring Egyptian cotton prices into line with world market levels, 
the Government has reduced the premium over the American parity on Ashmouni 
cotton from 10 to 5 per cent. It has also declared that payment may in future 
be made on a basis of 25 per cent. in foreign currency and 75 per cent. in Egyptian 
pounds. Previously, 50 per cent. was payable in dollars or sterling and 50 per cent. 
in Egyptian pounds from export accounts. 

New modifications have been made in customs tariffs to reduce the cost of 
living and encourage local industry. Duties on fats and oils have been abolished, 
and duties on prime materials needed by local industry reduced. On the other 
hand, duties on finished products competing with Egyptian goods have been 
raised. 

Eire 

The Minister for Industry and Commerce, Mr. Lemass, has announced Govern- 
ment plans for stimulating exports to the dollar countries. A sum of {2 millions 
is to be devoted to providing incentives to exporters to explore dollar markets 
by affording them some protection against the risks entailed. The guarantee 
alrangements are to be operated through a group of Irish insurance companies in 
respect of ordinary commercial risks. The Minister stated that the country’s 
adverse dollar trade balance was at present running at a rate of about £30 millions 
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per annum and it was not easy to eliminate this gap by cutting down imports 
since these consisted of essential goods. 


France 

To remedy the Treasury’s lack of funds, arrangements have been made for 
an increase of Frs. 50,000 millions in advances to the State by the Bank of France. 
Half of this sum is to be regarded as an additional permanent advance; the 
State’s existing borrowing limit has therefore been increased from Frs. 175,000 
millions to Irs. 200,000 millions. The remaining half is to be repaid by the 
State within three months. 

As a further move to stimulate exports, the National Council of Credit has 
approved a scheme for additional credit facilities for exporters. In future, ex- 
porters will be able to obtain credit from French banks for six months instead of 
for three months—which was the limit previously. This will be through the 
discounting of three-months bills, renewable for a further period of three months. 
The Bank of France has agreed to re-discount such bills at an interest rate of 3} per 
cent., which is the same rate as is applied to the bills of public institutions. In 
addition, the endorsement commission charged by the banks has been reduced 
from 0.30 per cent. to 0.10 per cent. 

There was a total deficit in foreign trade in 1952 of Frs. 413,000 millions, 
compared with Frs. 339,000 millions in the previous year and Frs. 106,000 millions 
in 1950. 

The recovery in French exports since October is partly due to substantial 
subsidies, now running at a rate of £70 millions a year. 


Germany 


Trade figures for 1952 showed a surplus of Dm. 700 millions—the first since 
the end of the war. Exports amounted to Dm. 16,900 millions and imports to 
Dm. 16,200 millions. Preliminary estimates of industrial production indicate that 
total output in 1952 was about 7 per cent. higher than in the previous year and 
43 per cent. above the 1936 level. 

The Budget statement for the year beginning April I, 1953, provides for a 
cut in income-taxes of the order of 15 per cent. Describing it as “ the Budget 
of consolidation ’’, Dr. Schaeffer, Finance Minister, stressed that it embodied new 
obligations to settle the pre-war debts of the German Reich. In this connection, 
Dm. 400 millions were being set aside for covering obligations arising from the 
London agreement, Dm. 200 millions for reparations to Israel, and Dm. 60 millions 
for debt payments to Switzerland. 


Greece 


It has been announced that arrangements have been completed for the merger 
of the British-owned Ionian Bank and the Popular Bank of Greece. The assets 
and liabilities of the Popular Bank are to be taken over by the Ionian Bank in 
their entirety. By way of compensation, Popular Bank shareholders will receive 
350,000 Greek drachmae for each share, this being the highest price at which the 
shares have been quoted over the past few months. The Ionian Bank has held a 
controlling interest in the Popular Bank for some time past, and the merger of 
the two institutions is being carried out to assist the Greek Government's pro- 
gramme for rationalizing the banking system. The official view is that if banking 
costs can be reduced, it may be possible to reduce interest rates. 


Guatemala 


The Government has announced its decision to create a national agrarian bank 
to implement the agrarian reform programme. A sum of I0 million quetzales 
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(i.e. U.S. $10 millions) is being allocated to this project. The specitic purpose of 
the bank will be to finance agricultural workers who are occupying expropriated 
private property, and to assist the establishment of a collective marketing 
organization. 


India 


The International Bank for Reconstruction and Development has granted 
India a 25-year loan of $19.5 millions for the further development of the Damoda 
River Valley, the country’s most important industrial area. Interest is at a rate 
of 43 per cent. The money will be used to finance projects designed to protect 
the area against floods, to expand electrical power capacity and to build canals 
for irrigation and transport. 


Israel 


The Minister of Commerce and Industry has disclosed that the Government is 
considering the possibility of abolishing some foreign exchange controls. If such 
a decision were taken, the Government would first allow the de-controlled part 
of the currency to find its own level. It was possible that this level would be 
much lower than the present black market rate. The Minister asserted that such 
a move would not mean devaluation of the Israeli £. 

The Minister of Finance has negotiated a one-year $15 million loan from the 
Bank of America. The credit, which is the largest American bank loan yet 
obtained by Israel, is guaranteed by pledged purchases of Israeli “‘ Independence 
bonds’ by United States investors. It carries an interest rate of 5 per cent. 

The charter of the Bank Leumi le-Israel has been extended for another year 
until January, 1954, by which time it is expected that a national central bank 
willhave been set up to take over its note issue functions. The Bank Leumiis making 
arrangements to establish a branch in Zurich, with the object of strengthening its 
relations with continental banking institutions. The branch will have the task 
of attracting continental capital to Israel and facilitating the sale of Israeli 
securities on the Continent. 


Japan 

The Government has drawn up a five-year economic development plan which 
aims to raise the country’s total production to 170 per cent. of the 1934-35 average 
by the end of 1957. 

Official trade figures for 1952 show an adverse balance of 271,477 million yen. 
Exports at 458,510 million yen were 30,267 yen lower than in the previous year; 
imports at 187,033 million yen showed a fall of 7,254 million yen. The Finance 
Ministry has attributed the contraction in the country’s trade to the world 
business recession, the weak competitive position of Japanese industry on the 
international market and the lack of commercial and navigation treaties between 
Japan and foreign countries. 

The Foreign Minister has revealed that the Government is considering importing 
more from sterling countries and less from the dollar area because of the recent 
recovery in the value of sterling and the decline in the prices of sterling goods 
relative to those for dollar goods. He also revealed that the Government was 
considering ways of making settlements in sterling with countries now trading 
with Japan on a dollar basis. He said that Indonesia had proposed using sterling 
for trade with Japan because the dollar system now in use had impeded commerce. 
_ The Government has announced its intention to allow greater facilities for the 
investment of United States capital. In future, it is intended to place no restriction 
on the investment of American money in Japan, provided it can be shown that 
it will have no adverse effect on the Japanese economy. 
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Arrangements have been made with the Bank of England to abolish the system 
of sterling “‘ shadow ”’ accounts in Japan. In future, Japan’s sterling accounts 
will be kept only in London. Under the new arrangements, the Japanese com- 
mercial banks will be permitted to hold some sterling exchange at their own risk 
in the same way as they are allowed to hold dollar exchange. 

A new Long-term Credit Bank has been established with a capital of 1,500 
million yen, half subscribed by the Government and half by the public. 


Mexico 

The new Government of President Cortines has indicated that it will seek no 
foreign loans during its six-year term of office. Unexpended advances already 
authorized by the World Bank and the U.S. Export-Import Bank will be drawn 
upon to complete the projects for which they were granted, but there is no 
intention of applying for additional money. This decision has been taken to 
implement the new Government’s policy of cutting down new large-scale invest- 
ment of a long-term character in order to concentrate on obtaining a better return 
from that already undertaken and to permit a greater proportion of the country’s 
resources to be devoted to improving living standards. It is stressed that there 
is no intention of discouraging direct foreign investment in Mexico; on the 
contrary, the Government has indicated that it desires to attract as much foreign 
capital as possible to Mexico, especially when such capital is to be used for 
establishing new enterprises, expanding production and increasing the supply of 
skilled or semi-skilled labour. 


Netherlands 

The Minister of Economic Aftairs has stated that preliminary estimates of the 
damage sustained in the flooded area of the Netherlands indicated that a sum of 
I]. r,500 millions would be involved. Industrial capacity had not suffered 
severely, though damage to some industrial plants had been considerable. Most 
damage was in the agricultural districts, and it was estimated that agricultural 
products amounting to at least Fl. 325 millions had been lost. In view of the 
setback to Dutch post-war reconstruction programmes, the Government was 
reconsidering its earlier decision to dispense with American defence aid. 


New Zealand 
The Prime Minister has revealed that permission is being sought from the 
United Kingdom authorities for the marketing in London of a loan of £43 millions, 
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with a minimum life of 15 years, to finance the Auckland Harbour Bridge Authority's 
proposed bridge linking the northern suburbs with the city. 

Trade figures for 1952 show that there was a sterling deficit of {23.4 millions, 
compared with a surplus of £16.4 millions in 1951. In trade with the dollar area 
New Zealand showed a surplus of £200,o00—a considerable drop when compared 
with the surpluses recorded in the two preceding years. 


N orway 


The Budget for 1953-54 provides for total expenditure on current account of 
Kr. 3,790 millions against Kr. 4,040 millions in 1952-53. Revenue is estimated at 
Kr. 4,330 millions against Kr. 4,313 millions. The resulting surplus of Kr. 540 
millions is to be used to finance capital investment and redemption of Government 
debt. No major changes are being made in taxation apart from adjustments in 
individual taxpayers’ allowances. 

Pakistan 

The Government has announced that traders are to be allowed to conclude 
private barter transactions for the sale of cotton and other commodities with any 
country. The decision has been taken in an effort to ease the crisis in the com- 
modity markets caused by the slump in foreign demand for Pakistan products. 

Under a new order regulating the licencing of imports, importers’ shares of 
total import trade will be determined on the basis of categories and ceilings fixed 
for the whole of 1952. The order covers almost every class of goods imported 
into Pakistan. 

Rhodesia 

Applications from the public for the offer by the Government of Southern 
Rhodesia of £10 millions of 44 per cent. stock dated 1987-92 totalled only {2.2 
millions, leaving 78 per cent. of the issue to be taken up by the underwriters. 
The Prime Minister, Sir Godfrey Huggins, has explained the failure of the loan 
by the floods in Britain. He pointed out that the terms of the loan were intended 
to be particularly attractive to insurance companies, but expressed the view that 
the flood disaster had compelled insurance companies to withhold their support 
until the magnitude of their commitments became known. 


South Africa 

In his speech at the opening of the new Parliamentary session, the Governor- 
General, Dr. E. G. Jansen, asserted that South Africa continued to prosper in the 
economic field. There had been such a measure of improvement in the supply 
of essential goods that it had been possible gradually to relax control measures. 
Import restrictions would, however, still be necessary in order to maintain the 
foreign exchange reserves at a satisfactory level. Price control would also have 
to remain. 

Sweden 

The Swedish Government has introduced a new type of State bonds. Until 
the beginning of March, unlimited issues were to be made of bonds at par with 
a currency of one, two, three and five years. Interest for one year was to be 
25 per cent., with an increase at a rate of } per cent. per annum for longer periods. 
The demand for the new bonds was initially stated to have been good. 


United States 


President Eisenhower has abolished wage controls and issued a series of orders 
under which all prices will be de-controlled. Explaining this decision, the new 
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President said that the weight of evidence was against the continuance of controls 
and that steps would be taken to eliminate them in an orderly manner. He 
argued that free and competitive prices would best serve the needs of the American 
economy. 

The Federal Reserve Board has raised its re-discount rate from 1? per cent. 
to 2 per cent. in order to place the monetary authorities in a stronger position to 
cope with any renewed inflationary threat that may develop during the next 
few months. It is not expected that the change in the rate will have any marked 
restrictive effect since it is being imposed at a time when there is usually a decline 
in loan activity. It is thought that adequate funds will continue to be available 
for business purposes. 

As a further move towards the adoption of a more orthodox monetary policy, 
the Government has attempted to secure the funding of part of the large short- 
term debt. Holders of $8,go00 millions of 1% per cent. certificates were given the 
option of exchanging these bonds for either 2} per cent. one-year certificates, or 
2} per cent. bonds running for five years and ten months. Conversions into the 
one-year stock totalled $8,114 millions, but into the 2} per cent. issue only $620 
millions. 

Yugoslavia 

Under a new trade agreement with the United Kingdom, Yugoslavia is to be 
granted a soft currency open general licence under British import control regu- 
lations. It is hoped that the effect of the new agreement will be to increase trade 
between the two countries beyond 1952 levels, when Yugoslav exports to Britain 
totalled {16 millions and British exports to Yugoslavia were £10 millions. 





Appointments and Retirements 





Bank of England Court—Mr. Basil Sanderson, M.C., Mr. Michael James Babington Smith, 
C.B.E., Sir Kenneth Oswald Peppiatt, K.B.E., M.C., and Mr. Andrew Naesmith, C.B.E., J.P., 
have been re-appointed to the Court of the Bank of England for a four-year term. 

Barclays Bank—Head Office—Advance Dept.: Mr. G. R. Linley, from Pall Mall, to be a con- 
troller of advances (London district); Inspection Dept.: Mr. W. E. Willson to be district inspector, 
foreign branches; Secretary's Office: Mr. R. J. H. Gillman, from High St., Oxford, to be an 
assistant secretary. Blackfen: Mr. R. H. Stone, from 5 Oxford St., to be manager. Clerkenwell: 
Mr. S. J. Bassett, a controller of advances, to be manager. Highgate, High St.: Mr. A. L. Lockyer, 
from West Smithfield, to be manager. Lewisham Way: Mr. A. P. Brown, from Balham, to be 
manager. Maida Vale: Mr. C. I. Burge, from Lewisham Way, to be manager. Downham Market: 
Mr. J. H. Cooper, from Peterborough, to be manager. Hoddesdon: Mr. R. H. Greenwood, from 
George St., Luton, to be manager. Leigh-on-Sea, Highlands: Mr. K. V. Batting, from Southend- 
on-Sea, to be manager. Milford Haven: Mr. R. Hughes, from Cardiff, to be manager. Reading, 
King St.:' Mr. R. M. Maris, from St. Albans, to be manager. Royston: Mr. L. J. W. Seekings, 
from Downham Market, to be manager. St. Albans: Mr. D. F. Shewring, from Hoddesdon, to 
be manager. Swansea, Wind St.: Mr. R. C. Mogford, from Milford Haven, to be manager. 
Lloyds Bank—Head Office—Chief Inspector’s Dept.: Mr. T. R. Woodford-Smith, from Ken- 
sington High St., to be an inspector; Organization Dept.: Mr. J. R. Gratton, from Uttoxeter, to 
be an inspector; Staff Dept.: Mr. G. H. Blakey, from Gosforth, Newcastle upon Tyne, to bea 
staff controller (north) in succession to the late Mr. O. H. Barton; Mr. S. V. Barratt, from Cheap- 
side, and Mr. J. B. Winter, from Bishop’s Waltham, have been appointed for special work under 
the general managers. Alcester: Mr. J. G. Holt, of Alcester, to be manager on retirement, owing 
to ill-health, of Mr. F. R. Careless. Ashford, Middlesex: Mr. J. Ragg to be manager. Bishop's 
Waltham: Mr. R. C. Bickley, from Trowbridge, to be manager. Blackwood (also Newbridge): 
Mr. F. H. B. Jones, from Newbridge, to be manager on retirement of Mr. E. L. Thomas. Bolton: 
Mr. A. D. Smith, from Bradford, to be manager. Cambridge, District Office: Mr. J. W. Devonshire, 
from Jersey, to be district manager’s assistant. Connah’s Quay: Mr. W. H. Biglen, from 
Stockport, to be manager on retirement of Mr. T. C. Cooper, M.C. Darlington: Mr. J. F. Brown, 
from head office, to be manager. Gosforth, Newcastle upon Tyne: Mr. G. J. Longbotham, from 
South Shields, to be manager. Hampstead, N.W.: Mr. G. Proude, from Purley, to be manager 
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on retirement, owing to ill-health, of Mr. E. P. Powell. HKeswick: Mr. T. Swainston, from 
Hexham, to be manager on retirement of Mr. W. T. Temple. Louth: Mr. G. W. Montgomery, 
from Stamford, to be manager on retirement of Mr.-G. W. Wood. Low Fell, Gateshead: Mr. 
M.S. Thompson, from Collingwood St., Newcastle upon Tyne, to be manager. Quayside, Newcastle 
upon Tyne: Mr. H. C. Clapham, from Darlington, to be manager. St. Philip’s, Bristol (also 
Eastville): Mr. S. J. Collingwood, from District Office, Bristol, to be manager on retirement of 
Mr. D. C. Ward. Uttoxeter: Mr. B. E. G. W. Taylor, trom Henley-in-Arden, Birmingham, to be 
manager. 

Midland Bank—Mr. Bernard F. Clarke, from Dale St., Liverpool, has been appointed an 
assistant general manager. London—74 Goswell Rd.: Mr. R. E. Cordwell, from Holborn Viaduct, 
to be manager on retirement of Mr. C. H. Robinson; North Finchley: Mr. C. R. Smith, from 
Golders Green, to be manager. Bridlington, Westgate: Mr. C. N. Cook, from Darlington, to be 
manager on retirement of Mr. P. A. Smith. Dyiffield: Mr. E. Cummin to be manager on retire- 
ment of Mr. E. W. Dunipace. Dursley: Mr. W. G. Smyth, from Marlborough, to be manager 
on retirement of Mr. D. A. Laing. Leeds, North St.: Mr. A. Vose, from Newcastle upon Tyne, 
to be manager on retirement of Mr. E. M. Fitton. Liverpool, Dale St.: Mr. R. Hill, a superin- 
tendent of branches, to be manager. .\/arlbovough: Mr. P. E. Cook, from New Swindon, to be 
manager. Widdlesbrough, Linthorpe Rd.: Mr. R. E. Goundry, from Amble, to be manager. 
Southampion, High St.: Mr. R. A. Gale, from Bristol, to be manager on retirement of Mr. G. M. 
Howard. \/idland Bank Executor and Trustee Co., Ltd.—Poultry: Mr. C. W. Dew, from Leicester, 
to be manager on retirement of Mr. A. McWilliam. Leicester: Mr. D. A. Lewis, from Manchester, 
to be manager. 

National Provincial Bank—Mr. J. D. M. Campbell to be registrar on retirement of Mr. H. F. 
Dana after 43 years service with the bank. Mr. W. R. Ware to be deputy registrar. bavrow-in- 
Furness: Mr. R. R. Wilson, trom Whitley Bay, to be manager of this new branch. Bristol, 
Fishponds: Mr. F. F. Gossling, from Cheltenham Rd., to be manager. Cockermouth: Mr. N. 
Dixon to be manager. Gillingham, Dorset: Mr. F. A. W. Hooker to be manager. Littlehampton: 
Mr. C. G. Bailey, from Portchester, to be manager of this new branch. 

Westminster Bank—Bbrighton, Western Rd.: Mr. H. T. D’O. Buck, from Portslade and West 
Hove, Hove, Portland Rd. and Southwick, to be manager. Cheltenham: Mr. O. W. Mossman, 
from Petworth, to be manager on retirement of Mr. F. E. Miller. Hove, Palmeira: Mr. P. Chown, 
from Brighton, to be manager. Derby, Normanton Rd.: Mr. H. R. H. Paxton, from Midland Rd., 
Derby, to be manager on retirement of Mr. V. 1. Wright. Petworth: Mr. A. F. S. Jeffery, from 
Haslemere, to be manager. Temple Bar: Mr. F. Faulkner to be manager in succession to the 
late Mr. R. E. W. Mount. Tunbridge Wells: Mr. R. Lee, trom Hove, to be manager on retirement 
of Mr. E. P. Annetts. 


Discount Market Results, 1950-52 
“BIG THREE” DISCOUNT HOUSES 


(4 millions) 


At Dec. 31 
Bills— Union National Alexanders Total 
1950 7 7 os 216.8 '32.7 i: $3.5 433.0 
1951 - - 53 150.7 102.9 55.7 342.3 
1952 _ o% o-« 203.7 [15.1 So.0 398.8 
Investments 
1950 57.2 03.9 600.0 ro ip Pe 
1951 7” 2 ps Q9.O 55-9 59-3 -I4.- 
1952 cag 05.4 67.5 52.4 155.6 
Loans and Deposits 
1950 ie - Le 300.1 194.0 140.7 034.5 
1951 oid dy és 247.9 155.3 144.9 545.1 
1952 ‘i aa es 200.9 ISO.4 129.4 570.7 
Capital and Reserves* 
1950 _ a are 8.6 5-4 4.1 IS.1 
1951 . hs - 5.6 5-5 4.1 1dS.2 
1952 tf ats a 5.7 5.0 4.1 18.4 
Net Profits— £000’s £000's £o000's £000’s 
1950 ame rs ai 327.0 301.5 105.1 793-9 
1951 hs a va 331.5 300.3 1460.6 775.4 
1952 ‘3 as oa 322.0 297.1 176.6 795-7 


* Including carry forward 
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Banking Statistics 


Trend of ‘* Risk ”’ Assets 


(Figures in italics show percentages of gross deposits) 























Actual Change in: Advances plus Investments 
(£mn.) (£mn.) Ratio 
Oct., Nov., Dec.-Dec., Jan., Oct., Dec., Jan., 
I95I I95I 1951-52 1953 195! 1952 . 1953 
Barclays: 
Advances... - 308 .5 371.0 -— 33.2 + 5.0 
0/ / 
A - - 29.2 29.3 
Investments. . .. 314.8 425.7 35.0 " a te 60.4 62.3 
yA : 25.0 33.6 J 
Lloyds: 
Advances... ~ 345.2 351.1 25.3 + 4.4 ) 
my 
/o . 30.2 30.7 . 
Investments. . .. 279.6 371.2 38.7 0.3 + 54.6 60.1 64.0 
% - wr 24.4 32.5 J 
Midland: 
Advances... -. 393-3 397.1 - 33.0 0.7) 
yA - Sia 29.6 30.1 $4.4 i 6x4 
Investments. . .. Bape 433.8 + 16.4 oe ~_* ¥ 
% ae es 24.9 32.8 J 
National Provincial: 
Advances... ra 290.3 298.1 46.0 I.4) 
O/ - 
/o . - 35-4 37-2 - , 
Investments. . “4 165.9 230.9 '3.3 = + IDG 37 +7 IP -4 
, 4 - 20.2 28.8 J 
Westminster: 
Advances... wi 248.6 249.5 '3.3 ‘67 
0/ 
‘J ; ar.2 31.6 : . 6 
Investments. . - 209.4 263.6 3.8 + 57-4 59-9 5 
/o 26.3 33-4 J 
District : 
Advances... te 60.1 62.6 8.4 0.8) 
A a 25.6 26.6 
on . 6. 57-8 60.2 
Investments. . % 71.5 91.6 2.0 : > JO +2 J/ 0 
% es es 30.5 38.9 J 
Martins: 
Advances .. - 89.0 91.4 [4.1 1.2 } 
“er 
Ae i ” ioe vii 4 54.6 55.0 60.7 
Investments. . 7 78.2 102.8 u3 + 2.5 + jf - ‘ 
y A ati - 25.5 33.0 J 
Eleven Clearing Banks : 
Advances... .. 1,897.0 1,925.2 176.3 ae | 
“~~ 
Yo - 30 .6 oF .2 al 7 te 
Investments. . .. 1,555-2 2,032.7 115.5 o.4f 2% 4 . 
yA et i 2y.2 9 J 





Trend of Bank Liquidity 








IQ95I 1952 1953 

Oct. Dec. Mar. June Sept. Oct. Nov. Dec. Jan. 

Liquid Assets * : y of, of of o/ or of of ys 
Barclays oA Ka .. 40.0 33.8 32.0 35.0 37.3 34-0 34-2 35-8 35.0 
Lloyds .. ha is .. @@.0 32.8 31.3 33:0 38:0 33.1 33-4 33-5 2.0 
Midland ba i“ .. 40.2 34.1 31.1 34.4 36.4 35.0 35-6 36.8 35.7 
National Provincial .. .. 39-4 33-7 33-4 34.0 30.7 34.9 36.5 38.7 39.9 
Westminster .. - .. 96.7 20.8 38.2 34.4 37-7 34:2 34:5 36.5 BA 
District. . re re .. 38.0 30.4 30.0 35.6 38.9 36.6 38.1 39.3 37-° 
Martins. . - - .. 99.8 34.5 34.2 40.8 42.6 36.6 37.8 38.2. Ba 
Eleven Clearing Banks .. 39.0 33.2 31.8 34.7 38.0 34.4 34.9 36.0 35.4 


* Cash, call money and bills. 
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Banking Trends over Thirty Years* 
“ Risk ’’ Assets 





Liquid Assets 





Net Invest- Combined 
Averages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: {mn. {mn. %, {mn. {mn. A 
1921 o% 1,759 680 38 — 325 833 64 
1922 - 1,727 658 37 — 391 750 64 
1923 na 1,628 581 35 — 350 761 67 
1924 +s 1,618 545 33 oo 341 808 69 
1925 - 1,610 539 32 — 286 856 69 
1926 v 1,615 532 32 —- 265 892 70 
1927 . A 1,661 553 32 —— 254 928 69 
1928 “s 1,711 534 33 a 254 948 68 
1929 . 1,745 568 32 o~ 257 991 69 
1930 ws 1,751 596 33 ~— 258 963 68 
1931 a 1,715 500 32 — 301 919 69 
1932 ea 1,748 611 34 ~- 348 844 67 
1933 os 1,909 668 34 oa 537 759 66 
1934 1,834 576 31 oe 560 753 70 
1935 a 1,95! 623 31 — 615 769 69 
1936 is 2,088 692 32 = 614 839 68 
1936 + 2,160 713 32 — 643 865 68 
1937 aie 2,225 683 30 —- 652 954 70 
1938 +s 2,218 672 30 —- 637 976 71 
1939 re 2,181 648 29 ~ 608 991 71 
1940 - 2,419 785 31 73 666 955 65 
1941 a 2,863 676 23 495 894 858 59 
1942 on 3,159 712 22 642 1,069 797 57 
1943 . 3,554 72 20 1,002 1,147 747 52 
1944 ta 4,022 788 19 1,387 1,165 750 46 
1945 - 4,551 886 Ig 1,811 1,156 768 41 
1946 wa 4,932 1,280 25 1,492 1,345 888 44 
1947 ea 5,403 1,646 29 1,308 1,474 1,107 46 
1948 - 5,713 1,703 29 1,284 1,479 1,320 47 
1949 5,772 1,920 32 983 1,505 1,440 49 
1950 5,811 2,345 39 430 1,505 1,603 52 
1951 5,931 2,308 38 247 1,624 1,822 56 
[Q51: 
Oct. - 5,981 2,423 39.1 177 1,555 1,897 55-7 
Nov. i 5,973 1,981 32.0 108 2,033 1,925 64.0 
Dec. - 6,035 2,100 33-2 102 1,966 1,931 61.5 
1952: 
March .. 5,685 1,872 31.8 oo 1,935 1,946 66.0 
May - 5,097 1,944 32.9 — 1,932 1,891 64.8 
June 7 5,817 2,106 34.7 -— 1,917 1,860 62.3 
July i 5,844 2,175 35-9 ~- 1,917 1,823 61.7 
August .. 5,868 2,265 37-4 1,918 1,755 60.7 
Sept. .. 5,927 2,327 38.0 —-- 1,921 1,748 59-9 
Oct. es 5,942 2,120 34-4 -— 2,142 1,747 63.1 
Nov. - 5,974 2,162 35.0 - 2,138 1,744 62.8 
Dec. ‘és 6,154 2,327 30.0 — 2,148 1,749 60.4 
1953: 
Jan. - 6,044 2,217 35-4 : 2,148 1,754 62.3 


*Ten clearing banks for 1921-35, thereafter eleven; the first, and italicized, line for 1936 
adjusts the official figures to exclude the District Bank, and thus helps to join the break in con- 
tinuity of the series. 





Floating Debt 


Feb. 16, Jan. 24, Jan. 31, Feb. 7, Feb. 14, 
[Q5- 1953 1953 1953 1953 
Ways and Means Advances: fm. fm. {m. £m. £m. 
Bank of England cs _ - es — ~ 
_ Public Departments .. - 270.8 268.2 250.6 245.0 235.1 
[reasury Bills: 
Tender .. oa % si 2130.0 2980.0 2940.0 2910.0 2890.0 
ip... id is i 2036.5 1515.9 1494.2 1414.1 1416.1 
Treasury deposit receipts . . a 34.0 —.- —- — — 





Ee ———_——. -—_-~» 


j 4471.3 4764.1 4684.8 4569.1 4541.2 
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National Savings 


(£ millions) 


Savings 
Certi- Defence Savings | 
ficates Bonds Banks Total | 
(net) (net) (net) Small | 
— 2.3 -— 31.2 13.7 -—19.8 | 1951 Feb. 
- 4.5 — 20.3 6.4- 18.4 | Mar. 
-7.2- 5.8 8.3 - 4-7 April .. 
May 
ia-~- 4a 98.8 shir June . 
-1.6- 0.4 8.6 6.7 July 
~7.6- 4.8 - 2.7 -15.1 | Aug. .. 
-8.9- 5.1 - 32- 17.2 Sept. .. 
Oct. 
-5.5- 9.5 36.6 22.0 iy 
-10.9 — 9.6 6.4 -— 14.1 dill weg 
-13.6- 7.5 - 2.4 - 23.5 | II“ Feb 
—_ g | _ — ? > } 3 
Samra? ee Cy were Mar. .. 
| April.. 
27-5 3.9 3-3 34-7 Mav 
i<..3- @.5 ~ 39.9 <- [3.7 June ‘s 
1.0 — 10.3- 11.5 — 20.8 | July 
—-O.I — 21.4 - 1.0 — 22.5 Aug. ° 
| Sept, .. 
5.6 — 27.2 15.3 - 6.3 | Oct. 
—-7.9—- 25.9 - 4.4 — 38.2 | Nov. 
r.5 — 11.3 — 24.9 — 34-7 Dec. 
7.0 — 3.2 — 34.5 — 30.1 1953 Jan. 
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Britain’s Gold and Dollar Reserves 


(Millions of U.S. dollars) 





Net Financed by : 
Deficit. § ——___—__________— 
U.S. and Purchases S. African 
Canadian from Gold 
Credits [.M.F. Loan 
— 9gOd [123 aan — 
—4131 3273 240 
—-1710 352 128 325 
—1532 116 52 — 
+805 45 — ee 
—1164 — — —_— 
— Q17 -_—_— on — 
— 636 _ _— vate 
— 216 — — ~— 
— 30 — — — 
-_ Og ——— _— 
= 14 — ov 
on 133 ous — — 
47 — — 7 
10! — — — 
~ 80 ee as aes 











Savings 
Certi- Defence Savings 
ficates Bonds Banks Total 
(net) (net) (net) Small 
19.3 2.1 -— 5.9 15.5 
9.7 3.8 -— 5.8 7.7 
ie 0.2 = 5.4 0.1 
2.7 - O.1 -14.7 - 12,1 
4.9 0.2 -12.58 — 7,7 
I.2- 0.7 -16.8 — 16,3 
-0.5 - 5.1 — 4.6 — 10.2 
0.3 ~ 4.5 9.9 bY 
I.0—- 7.3 12.3 6.0 
~~ §.7 3.8 - 2.2 
-0.8 = &.4 -I7.1 —- 23 
0o.2—- 4.0 7-5 3.7 
Jt dade ES 2.5 ~- Gea 
aoa ~ 89*9 so ~~ Te 
- 2.0 71 5-4 - 4.3 
—- 3.8 II.6 — 5.6 — 21.0 
—-1.5- 7.2 — 4.2 — 12.9 
-3-7—- 7-7: ~56.3 = Se 
-0.9 - 10.2 -— 3.1 — 14.2 
6.1 0.0 — 3.5 9.2 
2.9 1.0 2.0 5.9 
2.6—- 2.1 .—-5.6=- 44 
I.g- 2.1 -30.9 — 31.1 
8.6 5-5 4.0 7.2 
Reserves 
———______—__—————_ at end of 
Change Period 
American in 
Aid Reserves 
—— + 220 2696 
— —- 615 2079 
682 — 22: 1856 
1196 —- 168 1688 
762 +1612 3300 
199 — 965 2335 
428 — 489 1846 
I —- 635 1700 
201 ~ 15 1685 
61 - 31 1716 
45 - 44 1672 
27 + I 3 1055 
133 — 1685 
5 + 82 1707 
27 - 128 1895 
31 — 49 1846 
93 + 161 1846 
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‘At the corner of Threadneedle Street,’ 
15, Bishopsgate, London, E.C.2. 


National Provincial Dua yk Stmttedl 


offers a complete Banking Service 


Chairman: 


The Right Hon. The Earl of Selborne, P.C., C.H. 


Deputy Chairmen: 
David John Robarts, Esq. 
Sir Frederick William Leith-Ross, G.C.M.G., K.C.B. 


Chief General Manager: 
L. J. Williams. ° 


Foint General Managers: 
H. F. Willmot, FF. Keighley, C. G. Wheatley, H. C, Pearson. 


Neettconal Pcvincial 
Py, tink Limtled 











































A first-class INVESTMENT for every 
BANK 





the largest circulation among invest- 
ment and financial weeklies 


an unequalled service for both home 
and overseas investment affairs 


INVESTORS’ 


CHRONICLE 
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ULSTER BANK LIMITED 


ESTABLISHED 1836 


Affiliated to Westminster Bank Limited 





Capital Authorised and Subscribed - - - £3,000,000 
Capital Paid Up - - - £1,000,000 
Reserve Fund - - - - £1,500,000 \ 52,200,008 





COMPLETE BANKING SERVICE 


With Special Departments for the Transaction of 
Executor and Trustee, Foreign Exchange, and 
Income Tax Business. 





By means of 111 Branches and 76 Sub Offices throughout Ireland 

and through Agents and Correspondents in all parts of the world 

the Bank offers a comprehensive service transacting every type of 
Banking business. 


HEAD OFFICE : WARING STREET, BELFAST 
enone 

















Specialised BANKING FACILITIES 


The full and proper use of credit requires Bowmaker provides specialised credit facili- 
an appreciation of all its different forms, ties for Industry, Commerce, Export and 
their purposes and application. Import, and will welcome your enquiries. 


Pos BOWMAKER 


Industrial Bankers 


BOWMAKER LTD., BOWMAKER HOUSE, LANSDOWNE, BOURNEMOUTH. Phone: Bournemouth 7070 
London Office : 61 St. James's Street, S.W.1. Phone: GRO 6611/6619 Branches throughout the United Kingdom 
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The British Tabulating Machine Company Limited (HOLLERITH Punched 
Card Accounting) has openings for senior specialist representatives, to expand 
business with Joint Stock Banks. Comprehensive knowledge of banking accounting 
systems, also office organisation and methods is required. Duties include discussion 
of mechanised accountancy requirements with senior executives and managers, and 
the formulation of punched card schemes, and the preparation of reports. Previous 
experience of Hollerith punched cards is not essential. Full salary and subsistence 
will be provided during free training. These appointments are progressive. Applica- 
tions, which will be treated as confidential, should be addressed to Staff Manager, THE 
BRITISH TABULATING MACHINE COMPANY LIMITED, 1I7 Park Lane, London, W.| 
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CLYDESDALE & NORTH 
of SCOTLAND BANK LTD. 


DIRECTORS 
Sir Harold E. Yarrow, Baronet, C.B.E., Chairman. 
Sir Andrew S. Macharg 
John S. Allan, D.L. 
The Rt. Hon. The Earl of Feversham, 
D.S.O., D.L. 
The Rt. Hon. Lord Harlech, K.G., 
P.C., GOC.MG. 
Frank Fleming, D.S.O., D.L. F.R.S. 
Robert Laidlaw 
Alexander Logan McClure, W.S. D.L. 
Lachlan Mackinnon, D.S.O. William Thyne 


| Deputy Chairmen 


Andrew Mitchell 


NORTHERN AREA LOCAL BOARD 
John S. Allan, D.L., Chairman 
Frank Fleming, D.S.O., D.L., Deputy 


Chairman Lachlan Mackinnon, D.S.O. 
Sir George W. Abercromby, Baronet, The Rt. Hon. Lord Boyd Orr of 
D.S.O. | Brechin, D.S.O., M.C., LL.D.. 
The Rt. Hon. Lord Forbes, D.L. | F.R.S. 


James Keith, C.B.E. George Robb 


Alexander Lyon, D.S.O., D.L. 


John J. Campbell, General Manager 





Statement of Accounts—3Ist December, 1952 


James A. Mackie, O.B.E. 


The Rt. Hon. Lord Maclay, K.B.E. 


The Rt. Hon. Lord Boyd Orr of 
Brechin, D.S.O.,° M.C., LL.D.., 


Sir Albert G. Stern, K.B.E., C.M.G., 


LIABILITIES 1952 195] 
£ £ 
Paid-up Capital 2,441,000 2,441,000 
Reserve Fund 3,700,000 3,700,000 
Notes in Circulation oy rr 18,646,144 16,826,510 
Current, Deposit and Other Accounts 159,852,708 152,818,605 
Acceptances and Engagements oe 6,865,352 7,463,252 
ASSETS 
£ £ 
Coin, Notes and Balances with Bank of England .. 20,811,103 + =19,146,071 
Balances with and Cheques on other Banks 25,447,900 21,011,039 
Money at Call and Short Notice in London 15,800,000 12,625,000 
Bills Discounted . - a3 232,531 285,843 
Investments , ca - - 78,923,651 71,710,877 
Advances to Customers and other Accounts 42,544,560 48,771,169 
Liability of Customers for Acceptances and Engage- 
ments J re a i fe 5% 6,865,352 7,463,252 
Bank Premises and other Properties 1,179,699 1,038,084 


HEAD OFFICE re ‘0 
ABERDEEN (Chief Office) .. 
EDINBURGH (Chief Office) 
OVERSEAS (Chief Office) .. 
LONDON (Chief Office) 


30 St. Vincent Place, Glasgow 
5 Castle Street, Aberdeen 

29 George Street, Edinburgh 
91 Buchanan Street, Glasgow 
30 Lombard Street, E.C.3 
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CLYDESDALE & NORTH OF SCOTLAND 
BANK LIMITED 





Strength of Financial Position 





Excessive Taxation Crippling Industrial Development 





HE 115th Annual General Meeting of the 

Clydesdale & North of Scotland Bank 

Limited was held on February 11 in the 
Head Office, St. Vincent Place, Glasgow. 

In the absence abroad of Sir Harold E. 
Yarrow, Bt., C.B.E., Chairman of the Bank, 
his speech was delivered by Sir Andrew S. 
Macharg, Deputy Chairman, who presided. 

The Balance Sheet total of /191,804,796 
shows an increase on the year of over £8 
millions and constitutes a fresh record in the 


history of the Bank. This increase is due 
mainly to the substantial rise of over 47 
millions in our Deposits from the _ public, 


spread over our wide network of branches. 

On the Assets side you will see that we are 
in a very strong position to meet the heavy 
calls which normally occur in the early months 
ofeach year. Cash, Balances with other Banks, 
and Money at Call and Short Notice in London 
aggregated 462,059,003 which is equivalent to 
35 per cent. of our Deposits and Notes in 
Circulation. 

Our profit at £390,168 is £5,088 lower than 
in 1951 due mainly to the higher salary and 
pension fund payments now in _ operation. 
After payment of the usual dividend we have 
been able to continue the allocation of £100,000 
to the Staff Superannuation Fund and £32,500 
to the Staff Widows’ Fund, and to place 
{55,000 to Reserve for Future Contingencies. 
This leaves a balance of £197,070 to be carried 


forward to 1953 compared with £199,446 
brought in. 
Work on extensive alterations at Head 


Office is nearing completion, and more spacious 
premises will be available for the staff engaged 
in handling the increased volume of business 
arising from the amalgamation. We are fully 
aware of the services which customers have a 
right to expect from a modern bank, and every 
endeavour is being made to ensure that 
developments in our organisation keep abreast 
of the times. 
Taxation 

There is a growing volume of evidence to 
support the widely held opinion that the con- 
tinued excessive burden of taxation is crippling 
industrial development. It becomes increas- 
ingly apparent that, after payment of Income 
Tax, Profits Tax and now in some cases 
Excess Profits Levy, industry is largely de- 
prived of the resources which would normally 
be applied in modernisation and expansion. 
And it cannot look to the private individual 
for fresh capital since the high level of taxation 
has rendered private saving almost impossible. 
The much-needed relief can only come through 
drastic reduction in Government expenditure. 

Industrial activity throughout Scotland was 
again maintained at a high level in 1952, but 
the record was uneven, and all sections 


experienced an intensification in foreign com- 
petition, while some suffered severely as a 
result of more stringent import licensing 
policies adopted by several overseas countries. 

Now that price is once more established as a 
major criterion in securing export orders fo1 
all types of goods I might dwell for a moment 
on the implications of this development. Com- 
petition ig once more the prevailing condition 
and it is likely to become increasingly keen in 
the future, especially from manufacturers less 
handicapped by taxation than those in this 
country. 

For Britain the position is one of serious 
challenge. We must have constantly in mind 
that our economy is vulnerable in that we must 
sell goods and perform services abroad in 
sufficient volume to meet the cost of the 
foodstufts and raw materials which we require 
to sustain our national life. In this connection 
we should not be misled by the relatively easy 
sale of our products in overseas markets since 
the war and by the resultant high level of 
employment at home. 

All responsible sections of the community 
agree that full employment is desirable. But 
its maintenance depends on our success in the 
export field, which in turn depends upon our 
ability to quote fixed competitive prices. It 
does not follow from this that wages must 
inevitably be lowered. A more enlightened 
procedure would be to ensure stricter industria] 
discipline thus increasing production ' and 
raising our industrial efficiency so that our 
products, with their long-established reputation 
for quality, will command a place in the 
markets of the world. Such a policy, I believe 
offers the only sure means of safeguarding our 
future prosperity. 


Thanks to Management and Staff 


The volume of work has again been excep- 
tionally heavy, and_Mr. Campbell, our General 
Manager, has had to contend with many 
diverse problems. I wish to convey to him our 
gratitude for the untiring way in which he 
undertakes his duties, and to express our 
appreciation of all he has done for the Bank 
during the past year. In this work he has been 
ably assisted by Mr. Carnegie, our Deputy 
General Manager, and in the Northern Area 
by Mr. Fairbairn, Assistant General Manager. 
We are also indebted to Mr. Bruce, Edinburgh 
and District Manager, and to the other mem- 
bers of the Executive Staff, for the loyal and 
efficient manner in which they have carried 
out their work. I would also like to express 
our sincere thanks to the London, Aberdeen 
and Edinburgh Managers, the Branch Mana- 
gers, and all members of the staff, for their 
enthusiastic support. 

The report and accounts were adopted. 
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o One of the five largest 


banks in Japan 


|Tok'Al 


Bank, Ltd. 





NAGOYA, JAPAN 


183 Offices: Nagoya, Tokyo, Yoko- 
hama, Osaka, Kobe and other major 
cities throughout the country. 





Correspondents all over the world 


THE CHARTERED BANK 








OF INDIA, ae 
AUSTRALIA AND CHINA 
(Member of the London Bankers’ Clearing House) 
(Incorporated by Royal Charter, 1853) | TH E 
sl diaae | NATIONAL BANK 
pias | LIMITED 
38 BISHOPSGATE, LONDON, E.C.2. ESTABLISHED 183 
Capital Subscribed - £7,500,000 
Capital (Paid up) £3,000,000. Capital Paid-up - - £1,500,000 
Reserve Fund 3 £4,000,000. Reserve Fund- - - £1,405,000 


Deposits - - - - £75,267,000 





Reserve Liability of 
A COMPLETE BANKING SERVICE. 





the Proprietors £3,000,000. SPECIAL DEPARTMENTS FOR INCOME 
TAX AND EXECUTOR AND ‘TRUSTEE 
| BUSINESS 
Branches of the Bank are established | 
| ENGLAND 
at Manchester and Liverpool and at | HEAD OFFICE : 13-17, Old Broad 
| Street, London, E. C.2, and 25 Metro- 
most centres of commercial importanc> politan and Provincial Branches and 
| Sub-Offices. 
throughout Southern and South-Eastern | IRELAND 


a OFFICE: 34 and 35, College 
, | reen, Dublin, and 226 Branches and 
Asia and the Far East. | Sub-Offices throughout the Country. 


* 


AGENTS AND CORRESPONDENTS 
THROUGHOUT THE WORLD. 
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All Dunlop car tyres 
carry the Gold Seal, the 
symbol of all that is best 
in tyre-building tech- 
nique. The DUNLOP 
‘FORT’ is designed for 
the motorist who wants 
the very best and is 
prepared to pay a little 
more for a tyre without 
equal for strength, 
trouble-free perform- 
ance and long mileage. 
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RoyAL BANK OF SCOTLAND 














INCORPORATED BY ROYAL CHARTER 1727 
HEAD OFFICE: ST. ANDREW SQUARE - EDINBURGH 


During the two hundred years of its history, Associated Banks : 
the Bank has maintained a tradition of the ' 
personal touch, and is to-day exceptionally GLYN, MILLS & CO. 


Banking service which is adaptable, individual 
and complete. 


BRANCHES THROUGHOUT SCOTLAND AND ALSO IN LONDON 


TOTAL ASSETS £167,430,868 


well equipped to provide its customers with a WILLIAMS DEACON’S BANK LTD. 
| 
| 
| 
| 
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Uberrima Fides..... 


The utmost good faith—the legal basis of contract upon which The Scottish Mutual has been 
granting and the discriminating public has been effecting its policies of Life Assurance for 
many years, 

The Society has been living up to and beyond this fine principle of law since 1883. 

Brokers and Agents may recommend The Scottish Mutual in the certain knowledge that they | 
and their customers will be dealt with in the utmost good faith. 


The Scottish Mutual assurance Society 


Head Office: 109 St. Vincent Street, Glasgow, C.2 
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In 1770, Captain Cook took possession of the eastern coast 


of Australia, naming it “New South Wales”, 


“New South Wales” was still the name of all the settled 








part of Australasia when Australia’s first public company— 


the Bank of New South Wales—was established in 1817, 


This explains why the Bank which provides banking 


service at over 850 points in Australia, New Zealand, Fiji, 


























Papua and New Guinea is still called — 


BANK OF 
NEW SOUTH WALES 


| FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 








MAIN LONDON OFFICE: 29 Threadneedle Street, E.C.22 — D. J. M. Frazer, Manager | 
HEAD OFFICE: SYDNEY, AUSTRALIA 
| (INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) | 


GB5207A 
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HE ever growing good- 
will which is enjoyed by 
the Sun Life of Canada, is 
due to the diversity and liber- 
ality of the Company’s life 
assurance policies, to the 
character of its representa- 
tives, and to the promptness 
and efficiency of its service 
to policyholders throughout 
its entire history. 


SUN LIFE ASSURANCE 
COMPANY OF CANADA 


(Incorporated in Canada in 1865 by Act 
of Parliament as a limited Company) 


M. Macaulay (Gexeral Manager for British Isles) 


196 SUN OF CANADA HOUSE, 
COCKSPUR ST., LONDON, S.W.1 


























The Bank of N. T. Butterfield 
and Son, Ltd. 


BERMUDA 


Established 1858 
Complete Commercial Banking and Trustee 
Department services 


Correspondents of principal English and 
Scottish Banks 
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Trading ships now move to time schedules 
and no longer rely, like the kites, on the 
chance of favourable winds. In other ways, 
too, traders can avoid uncertainty in their 
dealings abroad. They can, for example, 
speedily obtain atcurate information on 
foreign markets through any branch of the 


Midland Bank. 


MIDLAND BANK 


OVER 2,100 BRANCHES TO SERVE YOU 











SAFETY 


for your savings 








WITHOUT 
2370 


CAPITAL 
DEPRECIATION INCOME TAX PAID 
Equivalent to £4. 15. 3. 


subject to Tax at 9/6 
in the 











Assets £15,000,000 Reserves £800,000 


HASTINGS and THANET 


BUILDING SOCIETY 


29-31 Havelock Road, Hastings 46 Queen Street, Ramsgate 
99 Baker Street, London, W.! 
41 Fishergate, Preston 





4l Catherine Street, Salisbury | 








Confederation Life 


Association 


Reports Outstanding Progress 


in its 8Iist Year 


Paid to living policyholders £5,026,000 
Paid to beneficiaries of 

deceased policyholders £2,079,000 
New Life Insurance - - - £48,146,000 


Total Life Insurance in force £404,345,000 
Assets - - - - = = = £93,386,000 


The Company ended its 8Ist year with 
the best record in its history for volume 
of New Life Insurance, volume of Life 
Insurance in force and volume of Assets. 


STRENGTH - STABILITY - SECURITY 


Confederation Life 


Association 
(Incorporated by Act of Parliament of Canada in 
1871 as a Limited Liability Company) 
Chief Office for United Kingdom 
18 PARK LANE, LONDON, W.1 
Head Office: TORONTO, CANADA 
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Exehange and Trade Control 
Im Theory and Practice 


By H. E. Evitt. Third Edition. 20/- net. 
** Apart from being very readable; the book succeeds in 
presenting a lucid survey of past and present exchange 
control regulations.’’—-Scottish Banker's Magazine. 

7 


Thomson’‘s Dictionary of Banking 


Tenth Edition by R. W. Jones. An up-to-date edition of 
this standard work of reference. 63/- net. 
‘* Those interested in this phase of finance can scarcely 
afford to be without such a complete guide.’’—Financial 
Times. 


Guide to Company Law 


A Manual for Business Men and Advanced Classes 
in Schools 


By Robert W. Holland, O.B.E. This new Fifth Edition sets | 


out the elementary principles of Company Law without 
reciting in detail the words of the Companies Act, 1948. 
10/- 


Practical Branch Banking 
By A. Forrester Fergus. Second Edition. 15/- net. 
** The author has succeeded in combining theory and prac- 


tice in a manner which should render his work of the 
maximum use.’’—Natproban. 


Sir Isaac Pitman & Sons, Ltd. 
PARKER ST. ° KINGSWAY - LONDON, W.C.2 














YOUR CLIENTS 


| WILL THANK YOU 


|| for recommending this 


SPLENDID CAUSE 
to benefit by a 
BEQUEST 


The Florence Nightingale Hospital 
|| is neither controlled nor supported 
i by the State. It provides medical 
and surgical treatment for ladies of 
limited means and those of the 
professional classes. 
Kindly recommend it to 
your clients who are 
making their wills. 
There is no more worthy 
or deserving cause. 


Florenee 


| 
Nightingale 

















HOSPITAL 
19 Lisson Grove, London, 
PADdington 6412 


N.W.1 
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THE BRITISH BANK OF THE 
MIDDLE EAST 


LONDON (HEAD OFFICE) 
Established by Royal Charter 1889 


Capital Paid up .. és a” £1,000,000 
Reserve re . £1,250,000 
BRANCHES : 
IRAQ ADEN COLONY LIBYA 
Baghdad, Basra Aden Tripoli 
SAUDI ARABIA PERSIAN GULF 
Alkhobar (for Dhahran), Bahrain, Dubai, Kuwait, Muscat 
Jeddah 
SYRIA JORDAN LEBANON 


Damascus, Aleppo Amman ~— Tripoli 
as-Beirut 

























THE BANK OF BERMUDA, LTD. 
HAMILTON | 
Somerset St. George’s 


CAPITAL £125,000 
TOTAL RESERVES £296,986 
TOTAL RESOURCES £6,936,359 


Complete Banking and Trust Facilities , Real Estate Division 


Sole Depository of the Imperial Government in Bermuda 




















BANK MELLI IRAN 


(NATIONAL BANK OF IBAN) 
Incorporated by Law in 1927. Holder of Exclusive Right of Note Issue 





CAPITAL FULLY PAID ... ... ... ... ... Rials 2,000,000,000.00 
RESERVE (Banking Department) a a 429,598,382.95 
RESERVE (Issue Department) ... ... ... ... Rials  170,401,617.05 | 


Governor and Chairman of Executive Board: DR. MOHAMMAD NASSIRI 
HEAD OFFICE: TEHRAN, IRAN (Persia) 


Over 190 Branches and Agencies throughout Iran 
New York Representative: 
One Wall St., New York 
CORRESPONDENTS IN IMPORTANT CENTRES ALL OVER THE WORLD 


The Bank, through its Banking Department, offers complete banking service for Foreign Exchange 

Transactions, provides special facilities for Documentary Credits, etc., and with its numerous 

Branches in Iran deals with every description of banking business. Especial services for all kinds 
of information regarding import, export and trade regulations in force in Iran. 


ADMINISTERS NATIONAL SAVINGS 
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. . the business interests of this country financial ones. You are invited to use 
and the vast Australian continent. our travel, information, commercial 
Whether you are travelling or selling introduction and intelligence services 
to Australia you will find facilities —services which business men in 
available that extend beyond the usual particular appreciate. 


The NATIONAL BANK OF AUSTRALASIA Limited | 


Incorporated in Victoria) 
London Office: 7 Lothbury, E.C.2 : 
Other London Offices at Australia House, Strand, W.C.2 and 8 Princes Street €E.C.2 4 


650 Offices in Australia Assets £229 Million 7% 
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: Shares and Deposit Accounts. 
FIRE! Shares 2-15-09 
' Eg 


Deposits £2-10-0% 





WHERE’S YOUR e 


Pl U ” § WwW i F T ? (Income Tax paid by Society) 


The World’s Fastest Fire Extinguishers <== 
—for every Fire Risk 


Pressure-operated by sealed CO2 Charges For Prospectus, apply to:— 


asta Ate Wages haa W. H. ELSTON, F.B.S., Secretary 


In Every Ship “of the Royal Navy 
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